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MR.  MORRIS:  All  right,  ladies  and  gentlemen,  the 
hearing  on  Park  Plaza  will  resume.   Mr.  Mahoney  was  testifying 
when  we  recessed  on  Friday.  You  may  proceed,  Mr.  Mahoney. 
CHARLES  F.  MAHONEY,  Resumed 

The  next  subject  area  that  I  would  like  to  take  up  is 
under  the  heading  of  project  area  could,  by  private  enterprise 
alone,  without  either  governmental  subsidy  or  the  exercise  of 
governmental  power,  be  renewed. 

The  finding  that  the  project  area  would  not,  by  pri- 
vate enterprise  alone  and  without  other  governmental  subsidy  with 
the  exercise  of  governmental  power,  be  made  available  for  urban 
renewal,  which  is  required  to  be  made  by  the  Department  before  an 
urban  renewal  program  may  be  renewed,  is  not,  I  submit,  intended 
to  be  self-defined  within  the  framework  of  an  urban  renewal  plan, 
as  has  been  commonly  misinterpreted  to  mean.   Let  me  make  that 
point,  if  I  can,  clearly.  That  is  to  say,  that  the  Authority 
may  not  conjure  up  the  plan  for  wholesale  demolition  of  an  area 
of  the  city  and  thus  compel  a  finding  by  this  Department  that, 
in  order  to  carry  out  the  major  clearance  required  to  accomplish 
the  proposed  plan  for  the  project  area,  the  exercise  of  govern- 
mental power  of  eminent  domain  or  governmental  subsidy  would  be 
necessary  to  assemble  the  entire  city. 

I  call  your  attention  to  the  specific  statutory 


wording  of  this  section  and  under  this  section,  which  is  one  of 
the  enumerated  departmental  findings,  as  you  know,  I  note,  if  I 
may,  and  ask  you  to  note,  that  the  words  used  are  not  urban 
renewal  plan  or  urban  renewal  project;  they  are  distinct  statutory 
words  not  defined  in  Section  1  of  Chapter  121B. 

I  realize  this  point  may  seem  a  little  technical,  so 
I'll  pause. 

MR.  MORRIS:   Do  you  want  to  explain  that. 

MR.  MAHONEY:   I  will,  Mr.  Morris.  I  want  to  be  sure 
I'm  making  the  point  clearly.  The  way  that  this  section  has  been 
interpreted  on  June  9th,  and  the  way  it  has  at  other  times  been 
interpreted,  is  that,  if  the  Authority  has  proposed  a  project  or 
plan,  which  project  or  plan  is  predicated  upon  wholesale  demoli- 
tion, which  would,  of  course,  on  its  face,  require  the  exercise 
of  eminent  domain,  it  has  been  in  some  instances  assximed  that 
this  finding,  then,  is  one  that  must  always  accompany  the  approval 
of  an  urban  renewal  plan  or  even  the  ultimate  disapproval,  but 
there  would  be  an  approval  on  this  ground. 

I'm  suggesting  that  that  is  an  erroneous  interpreta- 
tion of  the  meaning  of  this  finding;  that  what  this  finding  is 
intended  by  the  Legislature  to  deal  with  is  a  question  of  feasi- 
bility and  alternatives,  whether  or  not,  for  example,  it  would 
be  necessary  to  have  an  urban  renewal  plan  that  would  provide 


for  wholesale  demolition  and  that  requires  substantial  analysis 
and  information  in  order  to  make  the  kind  of  finding  that  was 
intended  by  the  Legislature  under  this  heading.   I  will  exjand 
upon  that  and  illustrate  as  to  the  context  of  this  plan. 

I  pointed  out  earlier  that  the  statutory  language 
does  not  use  the  words  urban  renewal  project  or  urban  renewal 
plan,  and  if  you  look  at  the  two  definitions  of  those  two  words 
under  Section  1  of  121B,  I  think  you  will  see  the  significance  of 
that  matter, 

I  think  that  what  is  required  under  this  section  is 
for  the  Authority  to  have  demonstrated  that  the  project  area  can- 
not be  renewed  through  private  enterprise  alone,  without  either 
governmental  subsidy  or  the  exercise  of  governmental  power. 
This  finding  must  be  understood  in  the  context  of  the  other 
required  findings  which  are  to  be  made  under  the  applicable  rules 
and  regulations  of  the  Department, 

To  illustrate,  in  making  a  determination  of  decadence 
under  the  proposal  submitted  by  an  authority,  the  wholesale 
clearance  of  an  area,  the  Department  regulations  require  proof, 
as  I  shall  discuss  in  the  section  dealing  with  decadence,  that 
rehabilitation  is  not  feasible.  This  statutory  standard,  how- 
ever, is  preliminary  to  the  other  required  findings,  such  as  the 
decadence  finding.   It  is  intended  to  prevent  the  exercise  of 


urban  renewal  and  eminent  domain  powers  unless  it  is  clearly 
demonstrated  by  the  Authority  that  they  are  required  to  be  exer- 
cised. This  interpretation  is  wholly  consistent  with  our  free 
enterprise  system  and  with  the  limitations  imposed  by  the  con- 
stitution of  the  General  Laws. 

Property  is  not  to  be  taken  in  this  Commonwealth  with- 
out demonstrated  public  necessity  and  for  a  public  purpose. 
Accordingly,  it  is  the  duty  of  the  Authority  to  have  demonstrated 
in  the  record  of  this  hearing  not  only  that  the  area  is  decadent 
but,  independently,  to  have  shown  that  it  cannot  be  renewed  by 
private  enterprise.   I  submit  that  the  Authority  must  show  that 
the  properties  within  the  urban  renewal  area  cannot  be  economi- 
cally rehabilitated,  as  I  shall  discuss  in  the  section  dealing 
with  decadence.  No  rational  finding  of  decadence  under  the 
departmental  regulations  can  be  made  in  the  absence  of  such  evi- 
dence. 

I  submit  that  the  intent  of  the  Legislature  in 
requiring  this  finding  also  contemplated  that  the  Authority  must 
demonstrate  that  renewal  in  the  project  area  was  not  possible 
without  either  governmental  subsidy  or  the  exercise  of  the  taking 
power. 

It  is  to  be  remembered  that  the  duty  of  a  municipal- 
ity to  provide  services,  including  utilities,  streets,  lights. 


sidewalks,  and  the  like,  exists  wholly  independent  of  urban  renewal 
law,  and  any  determination  made  with  reference  to  this  finding 
should  bear  that  principle  in  mind.  These  two  issues  of  the 
municipal  services  and  urban  renewal  plans  were  conjoined  in  the 
1950s  and  1960s  under  federal  grant  formulas  for  municipal  credit 
purposes.   These  services  do  not,  however,  constitute  governmen- 
tal subsidies  per  se,  and  that  —  I'm  referring,  now,  specifically 
to  the  provision  of  the  municipal  services  —  and  not  intended  to 
constitute  governmental  subsidies.   Those  powers  exist  wholly  inde- 
pendent of  any  urban  renewal  activity. 

The  mere  showing  of  the  need  for  the  exercise  of 
eminent  domain  for  street  purposes  is,  therefore,  not  enough,  for 
there  is  no  doubt  a  municipality  does  not  need  an  urban  renewal 
program  if  it  wishes  to  take  private  property  for  the  purpose  of 
laying  out  and  constructing  a  street  or  a  right  of  way. 

The  sole  evidence  submitted  by  the  Authority  even 
remotely  pertaining  to  a  finding  under  this  section  is  found  in 
its  so-called  Environmental  Impact  Statement,  part  one,  subsec- 
tion C,  page  three,  and  in  subsections  F  and  G,  which  follow. 
Let  us  examine  these  sections. 

The  first  is  an  assertion  that  there  have  been  — 
this  is  on  page  three  of  part  one,  section  C  —  there  have  been 
"buildings  torn  down  at  the  corner  of  Park  Square  and  Boylston 


street  and  there  is  no  sign  of  renewal  taking  place."  This  small 
segment  of  the  entire  project  area  is  the  sole  parcel  of  land  so 
cited.  They  have,  not,  however,  presented  any  evidence  with 
respect  even  to  this  specific  parcel.  The  facts  are  that  the 
owners  of  this  parcel  only  a  few  years  ago  announced  their  inten- 
tion to  build  an  office  building  at  this  location.   I'm  referring 
specifically  to  the  so-called  Eastern  Gas  Company  site,  the  vac- 
ant land  at  the  corner  of  Park  Square  and  Boylston  Street.  They 
advised  me,  and  I  infoinn  you,  that  the  property  is  available  for 
development  through  private  initiative. 

I  must  point  out"  again  that  which  other  witnesses 
have,  in  one  way  or  another,  repeatedly  testified  to  during  the 
course  of  this  hearing.   The  actions  of  the  Redevelopment  Author- 
ity in  attempting  to  have  this  valuable  area  declared  blighted, 
substandard,  or  decadent  for  a  9-year  period,  having  impeded 
private  growth  and  development.  Your  Department  must  know  that 
individual  owners  cannot  fruitfully  undertake  costly  new  develop- 
ment or  rehabilitation  when  their  property  is  under  a  cloud 
imposed  by  such  action  of  an  authority. 

Banks  are  reluctant  to  advance  mortgage  funds  and 
owners  and  tenants  are  naturally  discouraged  from  exercising 
private  initiative  and  development.   In  a  sense,  this  argument 
is  in  the  form  of  a  kind  of  equitable  estoppel,  that  is  to  say. 


an  authority,  as  in  this  record,  which  for  9  years  has  attempted 
in  one  fashion  or  another  to  have  this  property  area  declared 
within  an  urban  renewal  project  and  decadent  and  substandard, 
and  then  must  also  bear  the  onus  and  the  consequence  of  their 
apporbed  development  and  renewal  within  the  area  and  in  making  any 
determination  as  to  whether  there  is  evidence  of  an  inability  of 
private  enterprise  to  renew  the  area, and  the  word  renewal  does  not, 
as  I  pointed  out  in  this  statute,  does  not  necessarily  mean  an 
urban  renewal  plan  or  an  urban  renewal  project. 

When  one  ties  these  two  facts  together,  the  statutory 
language  used  and  the  economic  facts  that  result  from  the  kind  of 
activity  which  the  Authority  has  engaged  in  for  nearly  a  decade, 
I  suggest  to  you  that  there  is,  in  effect,  a  kind  of  equitable 
estoppel  here  on  the  part  of  the  Authority,  namely,  that  they 
bear  the  onus  for  apporting  a  developnent,  private  development, 
and  renewal  and  rehabilitation  within  the  area  and  that  in  making 
a  determination  that  the  area  cannot  be  developed  by  private 
enterprise  one  must  not  only  bear  this  in  mind  but  must  also  see 
that  the  determination  is  prospective,  it  is  not  retrospective, 
and  that  those  elements  must  all  be  focused  on  under  a  determi- 
nation to  be  made  by  the  Department  with  reference  to  this  statu- 
tory finding. 

I  also  wish  to  formally  advise  you  now,  as  counsel 
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for  the  Park  square  Improvement  Association,  that  a  substantial 
number  of  property  owners  and  tenants  within  parcels  A,  fe  and  C 
are  most  interested  in  and  anxious  to  renew  and  upgrade  their 
property. 

The  president  of  Leed's  referred  to  this  in  his  own 
desires  when  he  testified.  A  group  of  owners,  following  dis- 
approval of  this  plan  by  the  Department  in  June  of  1972,  met  and 
there  was  substantial  interest  and  intention  expressed  by  them  in 
evolving  a  concerted  program  of  private  development,  rehabilita- 
tion, and  renewal.   They  were  prepared  and  still  are  prepared  to 
raise  substantial  suras  of  money,  initially  estimated  at  $50,000, 
to  provide  for  a  cooperative,  preliminary  planning  effort  for 
upgrading  of  parcels  A,  B,  and  C  through  private  initiative. 
They  contemplate  the  development  of  proposals  similar  to  those 
originally  adopted  by  the  Beacon  Hill  Association  regulating 
sign  control  usages  and  outside  appearance  of  buildings.   This 
is,  now,  solely  with  reference  to  parcels  A,  B,  and  C,  and  not 
to  D  and  E. 

The  owners  of  the  vacant  land  referred  to  have 
expressed  great  interest  and  have  pledged  their  cooperation,  if 
and  when  the  cloud  of  urban  renewal  is  removed,  to  seek  develop- 
ment of  that  vacant  land.  The  evidence  that  the  Authority  dem- 
onstrates, that  the  open  land  could  be  a  most  desirable  site  for 
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a  hotel  or  for  private  residential  apartment  development. 

Owners  of  property  in  parcel  C,  including  the  Seaman's 
Union  and  owner  of  property  at  2  Park  Square  and  others,  have 
expressed  similar  intentions.   I'd  like  to  show  you  now  and  have 
marked  as  an  exhibit,  simply  as  evidence  of  the  work  of  this  com- 
mittee, a  preliminary  land-use  study  which  was  developed  by  the 
association  following  its  first  meeting  in  June.  This  work  has 
been  suspended  since  that  date  because  of  the  resubmission  of  the 

plan. 

MR.  MORRIS:  Now,  this  site  layout,  called  a  develop- 
ment plan  for  this  committee. . .Is  this  the  committee  that  you  are 
also  counsel  for? 

MR.  MAHONEY:  The  Park  Square  Improvement  Association; 

yes,  sir. 

MR.  MORRIS:  Now,  has  this  plan  in  any  form  been  sub- 
mitted to  the  B.R.A.  as  a  potential  developer? 

MR.  MAHONEY:  We  do  not  recognize  the  authority  of 
the  B.R.A.  over  this  land.   This  is  a  private  proposal  for  priv- 
ate use  of  the  land,  and  so  far  as  we  are  concerned,  the  Author- 
ity has  no  business  regulating  or  dictating  the  use  of  that  land 
at  this  time. 

MR.  MORRIS:  All  right.  You  wish  this,  then,  to  be 

introduced . 
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MR.  MAHONEY:  Marked  as  an  exhibit. 

MR.  MORRIS:   Relative  to  your  present  testimony. 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:   We  will  mark  this  for  identification  as 
Exhibit  NO.  36. 

(EXHIBIT  NO.  36.) 

MR.  MAHONEY:   The  persons  who  have  been  working 
cooperatively  together  to  try  and  involve  private  development 
plans  for  that  vacant  land  referred  to  and  for  rehabilitation  of 
certain  other  existing  properties  within  A,  B,  and  C,   wish  to 
state  that  it  is  their  belief  that  it  is  the  responsibility  of 
the  city  —  not  the  Authority  —  to  provide  the  municipal  ser- 
vices required,  namely,  street  resurfacing,  upgrading  of  utili- 
ties where  needed,  proper  lighting,  and  police  protection  and 
the  control  of  licenses,  which  I  shall  return  to  in  the  section 
dealing  with  decadence. 

We  shall  see  in  the  section  dealing  with  decadence 
the  suggestion  of  the  Authority  that  the  Bradbury  Building,  for 
example,  should  be  torn  down  because  it  is  a  blighting  influence, 
and  the  "police  are  alleged  to  have  complained  of  the  actions  or 
conduct  of  a  license  holder,  is  plainly  absurd  as  a  standard  for 
declaring  that  this  area  can  either  not  be  developed  by  private 
enterprise  or  is  adscadent  area  or  the  building  is  a  substandard 
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building?  and  I  would  like  to  call  your  attention  to  subsection 
F,  at  page  three,  of  the  Environmental  Impact  Statement,  of  part 
one  of  that,  wherein  it  states,  "No  new  development  has  taken 
place  in  the  area  since  the  construction  of  the  Statler-Hilton 
Hotel  in  the  1930s.  The  only  apparent  renewal  has  been  the 
reconstruction  after  a  fire  of  a  small  bus  terminal,  coffee  shop, 
and  the  construction  of  another  small  structure  on  an  old  founda- 
tion to  serve  as  a  rental  car  operation." 

I  submit  that  that  assertion  is  simply  not  true. 
The  Colonial  Building  and  the  Little  Building  have  undergone 
extensive  renewal  and  renovation,  so  has  the  building  at  the  cof- 
ner  of  Tremont  and  Boylston  Street,  on  the  easterly  side.   It  has 
been  estimated  that  nearly  $3,000,000  has  been  invested  in  exten- 
sive upgrading  and  improvement  of  parcels  and  property  in  A,  B, 
and  C  alone  within  the  past  two  to  three  years — $3,000,000. 
Exclusive,  by  the  way,  of  the  properties  at  the  Colonial  Building, 
the  Little  Building,  and  the  Tremont  Building  at  the  corner  of... 
the  old  Tremont  Hotel  building  at  the  corner  of  Boylston  and 
Tremont  Street. 

Only  within  the  last  year,  for  example,  the  Eliot 
Street  Garage  and  the  Motor  Mart  have  undergone  extensive  renewal. 
The  Tavern  Club  has  been  totally  rebuilt  in  recent  years.  No.  2 
Park  Square  has  been  enormously  ujjgraded  and  improved. 
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Approximately  $150,000  has  been  expended  at  the  Play  Boy  Club 
site,  and  scores  of  other  properties  have  been  renovated  and 
restored.  The  Batevian  Corporation  has  testified  they  want  to 
substantially  renovate  their  property  fronting  on  Boylston  Street 
in  Parcel  C,  but  have  been  impeded  in  so  doing  by  the  blight  of 
the  urban  renewal  authority.  The  owners  of  Lanes  Furniture  store, 
an  abutter  of  the  Batevian  Corporation,  have  expressed  similar 
intention  and  desire. 

The  assertion  of  the  Authority  in  subsection  G  of 
that  report  states  that,  "The  diverse  ownership  together  with 
the  irregular  lot  sizes  and  the  obvious  obsolete  and  unworkable 
street  patterns,  particularly  in  the  first  stage  of  the  project, 
makes  it  most  improbable..."  —  and  I  underline  the  word 
•improbable  —  "...that  the  area  would  be  developed  by  the  ordi- 
nary operation  of  the  private  enterprise." 

Now,  I  specifically  call  your  attention  to  subsec- 
tion G  for  two  purposes.  The  burden  of  proof  on  the  Authority 
is  to  submit  a  case  factually  of  credible  evidence  upon  which  a 
finding,  an  affirmative  finding,  by  the  Commissioner  of  the 
Department  might  be  made  with  reference  to  this  heading.   Sub- 
section G,  on  its  face,  is  an  admission  by  the  Authority  that 
they  do  not  believe  that  they  have  enough  evidence  to  substanti- 
ate such  a  finding.  Their  word,  you  will  note,  is  improbable. 
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not  that  it  is  impossible,  not  backed  by  any  kind  of  financial, 
engineering,  or  other  data  to  sustain  such  an  affirmative  finding 
by  this  Department. 

I  also  call  your  attention  to  the  1970  building  sur- 
veys of  the  Redevelopment  Authority,  which  demonstrated  that  a 
large  number  of  buildings  within  the  project  area  had  undergone 
extensive  renovation.  This  occurred  notwithstanding  the  fact 
that  the  Authority  had,  by  then,  been  hard  at  work  for  six  years 
to  have  the  area  condemned.   It  is  not  enough  for  them  to  state 
without  any  supporting dbcumentation  that  the  diverse  ownership, 
together  with  irregular  lot  sizes,  make  it  most  improbable  that 
the  area  would  be  developed  by  the  ordinary  operation  of  the 
private  enterprise. 

Streets  may  be  constructed  without  an  urban  renewal 
plan.   If  they  are  needed,  it  is  the  city's  obligation  to  provide 
them  and  not  to  resort  to  what  we  regard  as  a  land  grab  scheme 
for  the  benefit  of  private  developers  using  the  city's  failure 
to  provide  these  services  as  a  rationale  for  that  purpose. 
There  is  no  evidence  in  this  record  that  would  substantiate  any 
finding  by  this  Department  that  parcels  A,  B,  and  C  are  what  are 
commonly  understood  to  be  a  slum  area. 

I  will  introduce  evidence  in  the  section  dealing 
with  the  financial  plan  to  demonstrate  that,  over  the  last 
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decade,  this  area  has  increased,  not  decreased,  in  value;  in  fact, 
land  values  on  Boylston  Street  in  the  Park  Square  area  have  been 
increasing  in  the  open  market  since  the  late  1950s,  and  prices 
now  approach  $75  to  $100  a  square  foot. 

Chapter  121A  contains  certain  provisions  for  the 
fashioning  of  urban  renewal  projects  for  open  blighted  land,  if 
that  is  necessary.  Neither  was  ever  intended  to  be  twisted  and 
manipulated,  as  the  case  here,  in  the  plan  proposed  by  the 
Authority,  to  seize  valuable  land,  marketable  land,  tax-producing, 
nondecadent  land  for  the  benefit  of  private  developers. 

Your  attention  is  called  to  the  comments  of  the 
Authority  in  the  Environmental  Impact  Statement  on  page  three, 
with  reference  to  the  project  area  containing  undesirable 
environmental  conditions.  They  state  the  following:   (a)   Exist- 
ing water  and  sewer  systems  installed  as  early  as  the  19th  Cent- 
ury. A  directed  quote,   (b)   A  confused  dangerous  street  system; 

(c)  a  land  use  arrangement,  uninviting,  and  in  places  hostile  to 
pedestrians — empty  lots  and  unattractive  areas  in  the  city;  and 

(d)  inappropriately  located  business  areas  creating  traffic  con- 
gestion and  other  like  conditions.   End  quote.   And  urban  renewal 
is  not  to  be  justified  by  the  failure  of  the  city  to  provide  an 
adequate  street  and  pedestrian  system. 

The  municipality  has  the  power  and  the  duty  to 
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provide  these  services.   In  Chapter  121b,  urban  renewal  plans  are 
not  created  for  the  purpose  of  providing  those  services.   Note 
that  there  is  no  assurance  that  the  existing  sewer  and  water  systems 
are  inadequate  and  no  supporting  evidence  to  that  effect,  nor  is 
it  enough  for  the  Authority  to  complain  of  unattractive  uses  in 
the  heart  of  the  city.  What  do  they  mean  by  this  vague  and  sub- 
jective assertion?   And  can  this  evidence  possibly  be  used  by 
this  Department  to  substantiate  a  rational  finding  that  is 
required  under  this  subheading  as  one  of  the  enumerated  findings 
in  Section  48? 

There  is  no  legal  standard,  we  submit,  by  which 
property  can  be  taken  under  such  an  asserted  justification. 
Finally,  the  Authority  testified  &t  the  prior  departmental  hear- 
ing and  before  the  City  Council  that  it  had  in  fact  a  plan  for 
the  relocation  of  the  bus  terminal  and  that  it  was  going  to  relo- 
cate the  bus  terminal  at  Park  Square,  independent  of  the  provis- 
ions of  this  urban  renewal  plan. 

Once  again,  therefore,  it  is  the  Authority  that  is 
responsible  for  the  continuing  traffic  congestion  that  has  been 
caused  by  the  bus  terminal?  and  the  fact  is  this  condition  can  be 
removed  and  is  to  be  removed  by  the  Authority  without  this  urban 
renewal  plan. 

All  of  the  remarks  which  I  have  made  here  pertain 
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primarily  to  parcels  A,    B,  and  C.  The  reason  for  this  is  that 
these  parcels  are  not  decadent  and  they  are,  therefore,  not  the 
proper  subject  of  an  urban  renewal  plan. 

As  I  have  discussed,  and  shall  discuss  at  other  points 
in  this  presentation,  there  is  no  plan  for  parcels  D  and  E,  and 
there  is  no  provision  whatsoever  for  the  removal,  realignment, 
replacement,  or  resurfacing  of  new  streets  or  utilities  in  par- 
cels D  and  E;  thus,  nothing  which  has  been  asserted  by  the  Author- 
ity under  these  sections  can  be  found  in  the  light  of  the  evidence 
submitted  by  them  to  relate  to  parcels  D  and  E  under  the  applicable 
categories. 

I  also  wish  to  call  to  your  attention  as  important 
evidence  pertaining  to  this  point  the  memorandum  contained  in  the 
evidence  at  the  last  hearing  submitted  to  the  Department  from  the 
Redevelopment  Authority,  written  by  John  Warner  on  June  18,  1970, 
as  follows:   "That  private  development  will  occur  at  this  sector 
is  evidenced  by  the  Boston  Gas  Company  plans  to  locate  their  home 
office  in  Park  Square.   In  order  to  capitalize  on  this  and  other 
developer  interests  and  to  prevent  uncontrolled  and  haphazard 
development  of  this  area,  I  propose  to  have  the  Authority's  staff 
formulate  an  urban  renewal  plan  to  implement  the  plan  to  be  known 
as  the  Park  Plaza  Project."  Thus,  the  Park  Plaza  project  was 
conceived  by  the  Authority  not  out  of  a  finding  that  private 
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enterprise  would  not  develop  the  area,  but  in  the  face  of  evidence 
that  private  development  was  to  occur.   They  wanted  to  control 
that  development  and  to  select  their  own  developer. 

I  submit,  therefore,  that  the  intent  of  the  Legislat- 
ure is  that  the  Department  must  not  make  a  finding  approving  an 
urban  renewal  plan  under  this  section,  unless  it  is  clearly  dem- 
onstrated by  credible  evidence  produced  by  the  Authority  during 
this  hearing  that  the  area  may  not  be  renewed  by  private  enter- 
prise alone  and  that  either  governmental  subsidy  or  the  exercise 
of  governmental  power  must  be  made  available  for  urban  renewal. 
The  Authority  has  failed  to  'sustain  that  burden  and  the  Depart- 
ment, therefore,  may  not  lawfully  make  a  finding  approving  the 
plan  on  the  basis  of  this  record. 

The  next  subject  matter  that  I'd  like  to  deal  with  is 
the  proposed  land  uses  and  building  requirements  will  afford  maxi- 
mum opportunity  to  privately-financed  urban  renewal,  but  not  con- 
sistent with  the  sound  needs  of  the  locality  as  a  whole. 

In  its  decision  of  June  9,  1972,  disapproving  the 
urban  renewal  plan  for  Park  Plaza,  the  Department  specifically 
found  that,  while  the  proposed  land  uses  and  building  require- 
ments of  the  plan  afforded  maximum  opportunity  to  privately- 
financed  urban  renewal,  they  did  not  meet  the  sound  needs  of  the 
locality  as  a  whole.   Its  decision  was  made  after  hearing  various 
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interested  individuals  and  groups  who  raised  objections  which 
have  been  reiterated  here  by  a  far  greater  number  of  persons  from 
throughout  the  locality  to  the  proposed  development,  based  on 
aesthetic,  environmental,  and  financial  considerations. 

Specifically,  the  Department's  decision  stated.  The 
Department  feels  that  the  undertaking  of  this  development  was  made 
without  full  exploration  of  all  the  problems  involved  and  without 
the  subsequent  assurances  from  the  devdoper  that  these  steps, 
financial  or  otherwise,  required  to  protect  the  locality  as  a 
whole,  would  be  made.  These  steps  and  the  required  commitments 
should  be  determined  before  an  approval  and  execution  of  the 
project.   End  quote. 

The  response  of  the  Authority  to  the  objections  of 
the  Department  is  contained  in  its  so-called  Environmental  Impact 
Statement.   The  environmental  impact  statement  in  no  way  meets 
the  legitimate  concerns  of  the  Department  or  those  who  are  here 
again  to  speak  against  Park  Plaza.   Rather,  it  does  no  more  than 
recognise  that  significant  problems  do  exist,  states  unsupported 
conclusions  that  some  of  the  objections  raised  are  without  merit, 
and  contains  vague  assurances  that  potentially  devastating  effects 
of  the  project  on  the  community  will  be  dealt  with  by  the  Author- 
ity and  the  developer  after  approval  has  been  received  and  actual 
development  commenced. 
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The  environmental  impact  statement  does  not  demon- 
strate "a  full  exploration  of  all  the  problems  involved."  Neither 
the  plan  nor  the  Letter  of  Intent  have  been  revised  to  provide  for 
"commitments"  required  to  protect  the  locality  as  a  whole. 

The  Authority,  in  its  statement  of  planning  objectives, 
on  page  5  of  the  Urban  Renewal  Plan,  states  that,  among  its  plan- 
ning objectives,  "to  carefully  integrate  as  to  scale  and  activity 
the  new  development  with  the  surrounding  areas,  especially  in 
relationship  of  the  buildings  and  uses  along  Boylston  Street  to 
the  adjacent  Boston  Common  and  Public  Garden. " 

Again,  with  respect  to  building  design,  the  Authority 
claims  that  its  objectives  include,  as  cited  in  the  plan,  "the 
builder  with  materials  whose  color  and  scale  relate  well  to  the 
existing  Boston  architecture  of  Back  Bay,  Beacon  Hill,  and  Bay 
Village." 

Typical  of  the  Authority's  failure  to  give  considera- 
tion to  the  sound  needs  of  the  locality  as  a  whole  and  the  sur- 
rounding neighborhoods  in  particular,  while  affording  maximum 
opportunities  to  the  developer  at  the  expense  of  these  needs,  is 
the  total  insensitivity  to  the  impact  of  high  density,  high-rise 
development  permitted  by  it  in  the  plan  in  these  areas. 

The  Back  Bay,  Beacon  Hill,  and  Bay  Village  are 
unique  residential  communities.   To  state  that  the  physical  scale 
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and  activity  level  of  development  proposed  by  the  Authority  in 
t  his  plan  is  consistent  with  the  character  of  these  communities, 
demonstrates  a  total  lack  of  awareness  of  what  this  uniqueness  is, 
for  concentration  of  thousands  of  additional  uses,  employees  and 
visitors,  together  with  their  automobiles  in  the  small  land  area 
scheduled  for  intensive  developnent,  will  inevitably  flow  over 
into  these  areas  causing  severe  traffic  problems,  aggravating 
already  existing  parking  difficulties,  polluting  the  air  with 
automotive  exhaust,  and  with  noise. 

Residents  and  businesses  in  this  area  are  told,  how- 
ever, that,  on  the  contrary,  they  should  be  grateful  at  the  pros- 
pect of  redevelopment.   It  is  said  that  these  areas  are  less 
desirable  today  because  of  the  present  character  of  the  area. 
Surely,  it  is  for  the  residents  of  these  areas  and  not  for  the 
Authority  to  decide  whether  this  is  the  case.   And  I  think  you 
heard  ample  testimony  during  the  course  of  these  hearings  that 
the  overwhelming  number  of  persons  who  live  and  work  within  this 
area  do  not  agree  with  the  B.R.A. 's  intentions  that  this  redevel- 
opment conforms  to  the  sound  needs  of  this  locality. 

Bay  Village  in  particular  fails  to  fit  into  the 
B.R.A. 's  picture  of  an  area  being  held  back  by  the  depressing 
influences  of  the  Park  Square  area.   Rather,  based  on  the  Author- 
ity's own  evidence,  "It  is  an  area  showing  increased  vitality,  an 
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area  which  60  percent  of  the  present  residents  have  lived  for 

less  than  two  years,  and  which  rents  have  increased  twice  as  fast 

as  in  most  areas  of  the  city."  See  the  environmental  impact 

statement,  page  24. 

The  scale  of  the  proposed  development  harmonizes  even 

less  well  with  the  most  unique  and  valuable  area  bordering  the 

a 
area  to  be  renewed.   The  Garden  and  Common  are/treasured  community 

resource.   Their  open  spaces  are,  as  the  Authority  has  said,  the 
very  expression  of  the  city  itself  and  the  potential  level  of 
amenity  that  urban  life  can  offer."   It  is,  in  fact,  their  open- 
ness, their  sense  of  separateness  for  the  business  year  aspects 
of  urban  life  that  makes  them  as  important  as  they  are. 

The  Authority  claims  that,  visually,  the  Park  Plaza 
area  has  a  negative  effect  on  the  Common  and  the  Garden.  We  sug- 
gest that  to  wall  them  in  with  high-rise  apartment  and  office 
towers,  casting  long  shadows,  can  only  detract  from  the  effect 
created  by  the  present  low  profile  of  the  surrounding  buildings. 
Apart  from  their  simple  visual  impact,  these  towers  "designed 
and  located  to  gain  maximum  exposure  to  the  views  of  the  Common 
and  the  Garden"  would  cast  shadows  and  would  darken  major  por- 
tions of  the  Garden  aid  Common,  especially  during  the  winter 
months . 

I  wish  to  introduce  as  an  exhibit  the  shadow  study 


24 


which  was  introduced,  I  believe,  in  the  April  12th  hearing  last 
time  and,  with  your  permission,  Mr.  Examiner,  I  have  not  had  a 
chance  to  go  through  all  of  those  records,  but  I  will  do  so,  and 
have  it  marked  at  a  later  time,  dealing  specifically  with  this 
issue  of  the  soundness  of  the  locality  as  a  whole.   These  shadows 
will  affect  the  public  enjoyment  of  the  public  park  areas,  but 
they  will  also  have  a  serious  and  adverse  effect  on  the  trees, 
shrubs,  and  flowers. 

I  would  like  also  at  this  time  to  introduce  an  aerial 
photograph  —  two  of  them  —  which  were  taken  on  November  21,  1972, 
between  1:00  and  2:00  p.m.   These  photographs  were  taken  by  Mel 
Warnoff  of  the  New  England  Aerial  Photography  at  Logan  Airport. 
Both  photographs,  if  you  will  note.  Commissioner,  and  members  of 
the  panel. . . 

MR.  MORRIS:   Are  the  same. 

MR.  MAHONEY:  NO,  they  are  not  the  same.   Look  at 
them.   They  are  from  different  angles. . .show  you  the  long  shadow 
of  the  existing  Hancock  Tower,  reaching  all  across  the  Back  Bay 
and  well  into  the  Garden  area.   One  can  imagine,  then,  from  see- 
ing this  single  structure,  what  the  effect  will  be  if  the 
Authority  is  permitted  to  construct  these  other  buildings  along 
the  southerly  side  of  Boylston  Street. 

MR.  MORRIS:   Just  for  the  public's  view  of  the 
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exhibit,  which  you  may  be  able  to  see  anyway  —  it's  part  of  the 
record  —  this  is  what  counsel  is  referring  to  in  one  of  the 
photographs,  the  tower  and  the  shadow  (indicating) . 

And,  on  the  second  photograph,  presumably  he's  refer- 
ring, again,  to  the  John  Hancock  and  this  shadow  which  shows  on 
this  photograph  (indicating) .  Although  there  is  no  official  stamp 
on  here,  I  note,  of  this  company  —  there  appears  to  be  hand 
lettering  —  we  will  accept,  subject  to  challenge,  of  course,  by 
the  other  parties... 

MR.  MAHONEY:   Fine. 

MR.  MORRIS:   ...that  this  is  a  professional  photograph. 

MR.  iviAHONEY:   I  will  be  glad  to  bring  him  in,  if  there 
is  any  question. 

MR.  MORRIS:   We  will  label  the  first  one  as  Exhibit 
No.  37  and  the  second  one  as  No.  38. 

(EXHIBIT  NOS.  37  and  38.) 

MR.  MORRIS:   Mr.  Lacroix,  he  just  introduced  two 
photographs,  aerial  photographs,  as  part  of  the  evidence  here, 
showing  the  shadow  of  the  John  Hancock  building,  essentially. 
Do  you  have  any  objection  to  this  going  into  the  record? 

MR.  PAUL  McCANl^:   It's  up  to  yourself,  Mr.  Chairman. 

MR.  MORRIS:  Well,  we  accept  them  for  what  value 
they  may  have  to  the  Commissioner.   Proceed. 
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MR.  MAHONEY:   Studies  have  shown  that  tall  buildings 
change  and  amplify  wind  current.   You  have  heard  expert  testimony 
during  this  hearing  on  that  matter  and  other  points,  during  the 
subject  under  consideration.   That  this  will  have  its  impact  on 
both  the  use  of  the  Garden  and  Common,  and  vegetation,  i  think 
has  been  clearly  demonstrated. 

The  Authority  in  its  environmental  impact  statement 
has  recognized  and  admitted  now  the  significance  of  this  problem. 
Heretofore  you  will  recall  in  the  record  of  the  prior  hearing, 
when  they  paid  no  attention  whatsoever  to  the  contentions  of  those 
who  objected  under  this  category.  What  steps,  however,  have  been 
taken  —  and  in  the  past  tense?  have  been  taken  —  to  guard  against 
this  and  other  adversary  environmental  impact,  the  B.R.A.  tells 
us  that  the  developers  "shall  engage  a  wind  consultant  to  conduct 
studies."  The  Authority  "will  retain  an  environmental  consultant," 
These  are  steps  that  should  have  been  taken  long  ago  and  the 
results  of  their  studies  introduced  into  evidence  in  this  hearing 
prior  to  approval.   And  I  will  deal  with  that  implication  further 
when  we  deal  with  the  additional  statutory  finding  that  must  be 
made,  other  than  under  121B,  specifically  Chapter  30,  Section  61. 

Results  of  studies,  as  I  have  indicated,  should  have 
been  here  and  a  part  of  this  record.   The  Authority  assures  us 
in  its  environmental  impact  statement  that  the  design  review 
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process  will  focus  on  the  environmental  factors.  Nowhere,  however, 
are  provisions  backing  up  this  assurance  embodied  in  the  plan  or 
even  in  the  letter  of  intent;  moreover,  the  Authority  has  attempted 
to  suggest  to  the  Department  that  it  also  has  a  role  in  the  design 
review  process  when  it  has  approved  the  plan. 

I  specifically  refer  you  to  the  letter  of  intent  — 
new  letter  of  intent  —  page  10.   It  should  be  pointed  out  that 
this  attempt  to  nullify  the  Department  and  con  the  public  has  no 
statutory  basis  for  support.  The  Department  must  make  all  of  its 
Section  48  determinations  simultaneously  and  may  not  render 
approval  of  this  plan  relying  upon  subsequent  actions  by  the 
Department.  The  Section  48  approvals  must  be  made  on  the  basis 
of  all  of  the  materials  in  the  record  of  this  hearing,  and  we 
suggest  that  it  would  be  caprecious  and  irrational  and  constitute 
grounds  for  review  and  reversal  were  the  Department  to  grant 
approvals  based  upon  an  arrangement  with  the  Authority  and  the 
developers  that  at  some  subsequent  time  it  would  muke  other 
reviews  and  possibly  having  the  right  of  approval  or  disapproval 
at  that  time. 

We  suggest  that,  as  a  matter  of  law,  that  is  viola- 
tive of  the  procedures  to  be  followed  under  subsection  48  of 
Chapter  —  excuse  me  —  under  Section  48  of  Chapter  12 IB,  and 
I'll  come  back  to  this  point  again  and  again  as  we  deal  with  the 
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evasive  actions  which  the  Authority  has  tried  to  put  across  in 
dealing  with  some  of  the  problems  that  it  clearly  admits  that  it 
hasn't  met,  things  that  they  must  have  dealt  with  in  order  for 
this  Department  to  approve  it.  And  this  device  of  attempting  to 
provide  for  subsequent  action  by  the  Department  is  nowhere  found 
under  Chapter  121B,  Section  48.  Approvals  to  be  granted  are 
total  approvals  based  upon  those  six  statutory  findings  and  may 
not  be  executory  in  their  nature  and  may  not  be  of  a  nature  that 
would  in  effect  defeat  the  statutory  purpose;  and  I  will  deal 
with  this  at  some  length  later,  but  I  want  to  call  your  attention 
particularly  to  the  obvious  'inequity  and  the  violation  of  this 
device  of  the  legislative  scheme,  when  you  see  in  the  following 
section  and,  I  believe.  Section  49  of  Chapter  121B,  the  provision 
for  land  taking  that  would  follow. 

In  other  vords,  if  the  Authority  has  submitted  a 
plan,  the  Department  were  to  approve  this  plan,  relying  upon  some 
subsequent  actions  which  it  may  or  may  not  take  with  reference  to 
it,  and  then,  in  the  inte  rim,  persons '  properties  were  taken  under 
color  of  a  lawful  determination  that  the  plan  has  met  these  tests, 
you  would  then  find  a  situation  in  which  property  could  have  been 
taken  or  confiscated  and  none  of  the  required  standards  which 
should  be  met  as  a  condition  precedent  would  have  been  met  and, 
therefore,  any  such  scheme  as  an  evasion  of  meeting  the  statutory 
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steps  is,  we  suggest,  subject  to  legal  attack  and  cannot  and 
should  not  be  permitted  by  the  Department. 

MR.  MORRIS:   You  say  you  will  expand  on  this  subject. 

MR.  MAHONEY:  Yes,  I  shall,  Mr.  Morris.   Specifically, 
we  will  see  it  with  reference  to  Chapter  30,  Section  51.   Chapter 
30,  Section  51.  We  will  also  see  it  in  an  analysis  which  I  shall 
go  into  independently  and  further  of  the  letter  of  intent  and  of 
the  plan,  and  it  appears  again  in  a  statemental  way,  not  in  an 
agreement  way,  in  the  environmental  impact  statement. 

There  are  several  critical  points  relating  to  various 
determinations,  some  financial,  some  relocation,  some  environ- 
mental, in  which  this  technique  of  give  us  a  green  light  now  and 
let  us  go  and  we'll  come  back  to  you  later  and  work  the  problems 
out.   That  device,  we  suggest,  is  directly  contrary  to  the  statu- 
tory scheme  and  is  subject  to  attack  and  constitutes,  if  permit- 
ted by  this  Department,  a  failure  on  the  part  of  the  Department 
to  meet  its  statutory  duties  and  obligations. 

The  B.R.A.  has  attempted  to  suggest  that  the  Depart- 
ment also  has  a  role,  as  I  pointed  out,  in  the  design  review 
process,  and  I  cited  you  specifically  the  new  letter  of  intent, 
page  10;  that  any  attempt  for  the  Authority  to  do  this  creates  a 
circumstance  where  the  public  and  the  Department  have  no  idea  as 
to  what  the  byproduct  would  be  of  such  deferred  action.   Can  the 
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Authority,  for  example,  in  dealing  with  the  issue  of  environmental 
objections,  specifically,  which  we  are  dealing  with  here,  halt  the 
winter  winds  or  alter  the  course  of  the  sun? 

They  have  already  agreed  to  permit  the  developer  to 
the  maximum  height  allowed  in  the  plan.  Now,  I  think  this  is  a 
matter,  which,  again,  the  Authority  has  grossly  attempted  to  mis- 
lead the  public  about. 

I  call  specifically  your  attention  to  page  six  of  the 
new  letter  of  intent,  where  the  Department  has  already  waived,  in 
effect,  any  possible  benefit  that  might  have  come  from  their 
newly  added  building  study  section.  As  a  matter  of  fact,  fliey 
have  set  a  standard,  a  legal  standard,  between  them  that,  if  the 
plans  of  the  developer  conform  to  its  original  conceptual  design, 
and  that  includes,  I  might  point  out,  the  650-foot  towers,  if 
they  do,  the  Authority  has  already  waived  any  legal  claim  or 
basis  for  compelling  them  to  reduce  these  heights  because  of 
environmental  or  other  actions  or  studies  or  conditions.  And  I 
specifically  call  your  attention  to  that.   It  appears  on  page  six 
in  Section  2.1. 

It  might  be  asked  v/hether  the  public  can  reasonably 
rely  on  the  Authority's  assurances  that  attention  will  be  given 
to  these  problems  during  the  developnental  process.   Gauged  by 
its  past  and  present  performance,  the  answer,  we  suggest,  is.  No. 
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In  at  least  two  instances  the  Authority,  by  its  unilateral  action, 
has  already  indicated  important  safeguards  pretend  to  protect  the 
public  interest;  for  example,  the  developer  had  agreed  in  the 
prior  letter  of  intent  executed,  on  December  17,  1971,  and  which 
you  have  in  as  an  exhibit  in  the  earlier  hearing,  and  it  has  been 
incorporated  into  the  record  at  this  hearing,  to  pay  certain  costs 
of  the  agency.   By  the  terms  of  the  old  letter  of  intent,  the 
developer  was  to  reimburse  the  Authority  for  its  costs  as  follows: 
$75,000  for  the  period  ending  December  31,  1972;  $50,000  for  the 
next  12  months;  $25,000  each  year  thereafter. 

By  the  terras  of  the  new  letter  of  intent,  dated 
November  28,  1972,  the  developer  is  now  required  to  pay  "an  amount 
not  to  exceed  $75,000  for  the  period  from  the  date  of  City  Council 
approval  through  a  date  12  months  after  final  and  unconditional 
approval;"  an  amount  not  to  exceed  $50,000  for  the  next  12  months; 
and,  an  amount  not  to  exceed  $25,000  for  each  12  months  thereafter. 

I  call  your  attention  to  those  provisicns  at  page  17 
of  the  new  letter  of  intent;  thus,  the  original  payment,  thus, 
the  initial  payment,  originally,  of  $75,000,  and  now  an  amount 
not  to  exceed  $75,000,  is  now  to  cover  a  period  ending  one  year 
after  final  approval  of  the  plan,  including,  presumably.  Court 
review,  if  that  becomes  necessary. 

The  Authority  has  made  a  major  concession  to  this 
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private  developer  at  the  expense  of  the  taxpayers  who  fund  its 
operations. 

A  second  instance  of  the  Authority  not  carrying  out  a 
grievance  at  the  public  expense  has  arisen  even  more  recently, 
and  that,  without  going  into  that  again,  is  now  in  the  record, 
you  will  recall  that  I'm  specifically. . .that  which  I  delineated 
in  the  beginning  of  my  presentation  the  other  day,  namely,  the 
arrangement  whereby  they  have  waived  their  duty  to  have  prepared 
appraisals  for  parcels  D  and  E  and  deferred  it  well  beyond  the 
statutory  time  period  of  December  6,  1971,  to  December  6,  1972, 
and  have  deferred  that  to  some  indefinite  time  in  the  future, 
when  the  plan  has  been  approved,  and  after  a  time  period  there- 
after. 

Given  this  past  perfonnance  record  of  the  Authority, 
it  is  not  unreasonable  to  expect  that  the  Authority  may  likewise 
be  less  than  zealous  in  safeguarding  the  public  against  adverse 
environmental  effects  during  the  design  review  process.  The 
Authority  has  been  willing  to  waive  commitments  of  the  developer; 
and  provisions  of  the  Cooperation  Agreement  pretend  to  protect 
those  whose  property  is  to  be  taken.   And  in  view  of  that,  of 
what  value  are  the  Authority's  vague  assurances  which  appear  in 
its  environmental  impact  statement,  that  the  environmental  prob- 
lems will  be  solved  after  approval  of  the  plan  and  possibly  during 
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the  design  review? 

Nowhere  in  the  letter  of  intent  are  even  minimal  safe- 
guards promised  by  the  Authority  and  spelled  out.  Even  if  they 
were,  they  would  not  be  enforceable  protections.   It  is  the  plan 
that  would  have  to  be  changed  to  give  the  requisite  level  of  pro- 
tection, and  no  change  has  been  made  in  the  plan whatsoever  from 
the  date  of  the  last  hearing  and  departmental  disapproval.  More- 
over, the  increased  use  of  the  Garden  and  Common  by  the  thousands 
of  additional  people  brought  to  the  area  by  its  intensive  devel- 
opment will  also  have  an  inevitable  adverse  effect. 

Additional  funds  will  be  necessary  to  maintain  these 
areas  in  their  present  condition,  let  alone  make  needed  improve- 
ments in  their  quality.   Since  it  is  the  Common  and  Garden  that 
go  a  long  way  in  making  the  area  a  valuable  one,  and  the  devel- 
opers have  indicated  they  plan  to  take  full  advantage  of  these 
public  amenities  in  their  private  development  scheme,  it  is  cer- 
tainly not  unfair  to  ask  what  is  the  nature  of  the.^.r  commitment 
to  maintaining  or  improving  the  Common  and  the  Garden. 

MR.  MORRIS:   We  will  have  a  brief  recess  of  five 
minutes  for  the  benefit  of  the  stenographer. 

(Recess.) 

MR.  MORRIS:   Ladies  and  gentlemen,  the  hearing  will 
resume.   We  will  proceed  now  until  approximately  12:15  and  adjourn 
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for  lunch.   Mr.  Mahoney.   Are  you  still  on  the  same  point? 

MR.  MAHONEY:   I  am,  sir. 

MR.  MORRIS:   I  just  wanted  to  ask.   I  am  not  being 
facetious. 

MR.  MAHONEY:   I  understand.   This  deals  with  the 
question  of  the  developer  being  given  maximum  opportunity,  but 
inconsistent  with,  or  not  consistent  with  the  locality  as  a  whole. 
Accountability  of  the  locality  as  a  whole. 

When  we  had  recessed,  we  had  asked  what  the  nature  of 
the  financial  commitment  to  maintaining  or  improving  the  Common 
and  the  Garden  was,  as  suggested  by  the  Authority.  The  Authority's 
answer  appears  in  its  environmental  impact  statement.   '^"Jhile 
technically  accurate,  it  is,  however,  misleading.   "The  Authority 
has  required  the  developer  to  invest  a  portion  of  the  project's 
art  fund,  amounting  to  one  percent  of  the  total  construction 
costs,  in  improvements  to  the  Public  Garden  and  the  Common." 
That  appears  at  page  15  of  the  environmental  impact  statement. 

It  should  be  clearly  understood  that  the  developer's 
financial  commitment,  to  the  Common  and  the  Garden,  is  not  one 
percent  of  the  total  construction  cost.   One  percent  is  to  be 
devoted  to  the  Common  and  the  Garden  and  to  works  of  art  through- 
out the  project  area.  The  Plan  at  page  25,  Section  H4E,  and  the 
letter  of  intent  at  Section  6.9,  spells  out  the  portion  of  such 
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one  percent  to  be  applied  to  the  Common  and  the  Garden  as  follows: 
Up  to  $100,000  on  the  Garden  during  the  development  of  parcels  1 
and  2  and  up  to  $150,000  in  the  Common  during  the  redevelopment  of 
parcel  3.   This  permits  the  developer  to  budget  on  this  now  widely 
publicized  so-called  commitment  by  contributing  $50,000  or  $10,000 
or  50  cents  to  the  Common  and  the  Garden.  After  this  long  contro- 
versy over  Boston's  finest  park  land,  isn't  it  time  that  the 
Authority  played  it  straight  with  a  concerned  public  and  required 
the  developer  to  meet  a  minimum  fixed  dollar  amount  to  the  pres- 
ervation of  this  historic  park? 

In  assessing  the  impact  of  the  proposed  development 
in  regard  to  the  sound  needs  of  the  locality  as  a  whole,  it's  also 
necessary  to  consider  its  effect  on  the  necessary  level  of  muni- 
cipal services.   Not  only  would  there  be  a  choking  effect  upon 
traffic  into  adjoining  areas  already  severely  overcrowded,  but 
the  parking  facilities  contained  in  the  proposed  plan  cannot  hope 
to  compensate  for  the  thousands  of  automobiles  that  will  be  drawn 
to  the  area.   The  hope  is  expressed  that  many  such  users  will 
rely  on  public  transportation.   But,  even  the  Back  Bay  Federation 
report,  entitled  BACK  BAY  PROGRESS  ,  which  has  already  been  intro- 
duced in  the  prior  hearing,  and  we  will  give  you  a  reference  to 
that  as  an  exhibit  in  this  hearing,  we  will  put  it  in  as  an 
exhibit  now. . . 


MR.  MORRIS:   Now? 

I4R.  MAKONEY:   As  an  exhibit  now. 

MR.  MORRIS:   Mr.  Mahoney  wishes  to  enter  into  evidence 
as  an  exhibit  a  pamphlet  entitled  Back  Bay  Progress,  dated  Sep- 
tember, 1971,  No.  23,  Back  Bay  Association,  419  Boylston  Street, 
Boston,  Massachusetts,  and  entitled  Park  Plaza.   We  will  label 
this  for  identification  as  Exhibit  No.  39.   (EXHIBIT  NO.  39.) 

MR.  MAHONEY:   Even  in  that  Federation  report,  and 
that  is  from  an  organization  that  has  consistently  supported  the 
Park  Plaza  Project,  that  report  states  that  "This  project,  coming 
after  the  John  Hancock  complex,  will  intensify  the  heavy  load  on 
the  green  line  transit  system,  which  is  already  at  the  point  of 
breakdown . " 

The  B.R.A.'s  environmental  impact  statement  assumes 
that  the  funds  that  have  been  allocated  for  improvements  to  the 
green  line  should  alleviate  the  peak  hour  problems  but  recognizes 
that  "this  is  only  a  stop-gap  measure  and  that  additional  funds 
v;ill  be  needed.   These  additional  costs  added  to  the  costs  of 
additional  water,  sewerage,  solid  waste  disposal,  fire,  police, 
and  educational  services  necessitated  by  the  area's  greatly 
intensified  use  must  be  compared  v;ith  the  limited  additional  tax 
revenues  brought  into  the  city's  operation  upon  completion  of 
the  project. 
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The  Authority  still  has  not  furnished  this  Department 
with  a  projection  of  the  extent  of  costs  of  such  services.   In 
this  regard,  it  must  be  remembered  that,  under  the  terms  of  the 
letter  of  intent,  this  project  will  take  somewhere  between  13  and 
20  years  to  develop  and  complete.  No  mention  is  made  of  the  loss 
of  tax  revenue  during  this  period  by  the  Authority.   When  the 
revenue  loss  is  added  to  the  inevitable  cost  of  the  net  increase 
in  city  services,  how  can  it  be  said  that  the  plan,  on  the  basis 
of  the  record  presented  to  this  Department,  meet  the  sound  needs 
of  the  locality  as  a  whole? 

The  housing  proposals  contained  in  the  plan  are 
devoted  almost  exclusively  to  those  in  the  upper  income  levels, 
who  can  afford  to  pay  the  projected  rents  of  $330  to  $770  per 
month.   The  Department  is  well  aware  of  the  urgent  need  for  low 
and  moderate  income  housing  in  Boston  and  in  this  particular  area. 

In  its  environmental  impact  statement,  the  Authority 
estimates  this  need  to  be  22,000  units  within  the  next  10  years. 
But,  instead  of  encouraging  steps  to  meet  this  need,  the  Athor- 
ity  has  approved,  and  asks  you  to  approve,  a  plan  that  provides 
only  a  hedged  statement  of  conditional  intent  to  build  a  mere 
150  units  of  housing  for  the  elderly  within  this  entire  plan. 
This  is  tokenism  at  a  time  when  the  leadership  efforts  of  the 
Authority  should  be  directed  toward  meeting  urgent  public  needs 
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and  not  catering  to  private  interests. 

Housing,  with  rents  in  the  three  thirty  to  seven  sev- 
enty a  month  range,  and  a  mere  150  units  for  the  elderly,  cannot 
be  said  to  meet  the  sound  needs  of  the  locality  as  a  whole. 

V/hile  finding  justification  for  giving  some  of  the 
choicest  land  in  the  city  to  a  private  developer  to  build  luxury 
housing  by  citing  the  need  to  reverse  the  trend  of  migration  from 
the  city  and  attract  upper  income  people  "who  had  been  particularly 
reticent  about  moving  back  into  the  city  without  the  total  environ- 
ment and  services  offered  by  a  project  such  as  Park  Plaza, "  the 
Authority  ignores  the  needs  of  the  poor  and  middle  income  in  this 
city.   These  needs  are  the  city's  needs  and  they  cannot  be  satis- 
fied by  the  Authority's  policy  of  outright  as  opposed  to  benign 
neglect . 

I  call  your  attention  specifically  to  Section  2B5  of 
the  environmental  impact  statement  —  Section  2B5  —  wherein  the 
Authority's  figures  on  housing  needs  in  this  community  clearly 
demonstrate  that  the  proposal  of  the  Park  Plaza  project  fails  to 
meet  those  needs.   Moreover,  at  the  time  that  the  Authority  is 
telling  us  that  luxury  housing  in  Park  Plaza  is  necessary  as  a 
part  of  its  master  strategy  to  attract  the  middle  and  upper  classes 
back  to  the  city,  it  tells  us  there's  already  a  large  developer 
response  to  the  potential  market  for  this  same  upper  class  housing. 
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"A  large  developer  response  to  this  market  is  already  evident. 
From  1960  to  1972,  some  17,000  new  dwelling  units  for  middle  and 
upper  income  families  were  constructed  in  Boston.   Presently,  some 
15,000  dwelling  units  for  this  population  group  are  under  con- 
struction, planned  or  proposed."  See  the  Environmental  Impact 
Statement,  Section  3Bl  and  D2,  and  Section  A  at  page  60. 

Thus,  the  Authority  wants  to  exercise  the  power  of 
eminent  domain  to  acquire  a  choice  valuable  land  site  for  the 
benefit  of  a  private  developer  so  that  it  can  build  luxury  hous- 
ing to  satisfy  a  need  about  which  they  have  said  there  has  already 
been  significant  private  response  in  fulfilling  that  need. 

Finally,  I'd  like  to  call  your  attention  to  part  2 cf 
the  letter  of  intent,  at  page  9,  which  is  euphemistically  entit- 
led ECONOMIC  FEASIBILITY.   Under  the  express  provisions  of  this 
executed  agreement,  the  developer  may,  upon  the  submission  to  the 
Authority  of  the  evidence  of  availability  and  commitment  of  fin- 
ancing for  land  acquisition  only,  require  '  the  acquisition  of  the 
land,  eviction  of  the  occupants,  demolition  of  the  building,  and 
construction  of  utilities  without  any  form  of  irrevocable  commit- 
ment for  financing  construction  of  the  improvements  that  are  to 
be  built. 

Thus,  after  all  occupants  have  been  moved  out  and  the 
area  leveled,  the  Authority  could  find  itself  with  the  developer 
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without  financial  ability  to  proceed.  This  may  well  be  consist- 
ent with  the  needs  of  the  private  developer,  but  the  possibility 
of  a  clear  piece  of  prime  land  in  the  heart  of  this  city  standing 
inactive  while  the  Authority  waits  for  its  developer  to  obtain 
construction  financing  or  conceivably  searches  for  another  to 
take  his  place  certainly  is  not  in  the  interests  of  the  sound 
needs  of  the  locality;  and  indeed,  if  one  contemplates  this  will 
be  occurring  during  the  celebration  and  anniversary  of  this 
Republic,  if  this  plan  were  to  be  allowed  to  go  ahead,  one  could 
envision  what  this  prime  area  in  tie  heart  of  the  city  could  be 
like  under  the  weak  terms  which  the  Authority  has  fashioned  with 
this  developer  as  appears  in  the  letter  of  intent,  which  I  am 
citing,  which  I  have  cited  to  you. 

The  Authority,  in  proposing  this  plem,  suffers,  I 
suggest,  from  an  edifice  complex  in  which  the  public  good  is 
equated  with  the  construction  of  huge  urban  renewal  programs. 

When  the  plan  was  last  submitted  to  the  Department 
for  approval,  it  was  not  consistent  with  the  needs  of  the  local- 
ity as  a  whole.   Since  the  disapproval  of  the  plan  by  the  Depart- 
ment, the  Authority  has  still  not  explored  the  myriad  of  problems 
involved  or  taken  any  concrete  measures  to  protect  the  locality 
as  a  whole.   Rather,  it  has  presented  the  Department  with  an 
environmental  impact  statement  full  of  unsupported  assertions. 
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vague  assurances,  and  meaningless  promises. 

As  resubmitted,  the  plan  still  provides  maximum  oppor- 
tunity to  the  private  developer,  but  itdses  so  at  the  expense  of, 
rather  than  consistent  with,  the  sound  needs  of  the  locality  as  a 
whole. 

I'd  like,  now,  to,  perhaps  Excuse  me.  Would  it 

be  easier  for  the  panel  to  ask  any  questions  they  may  have  with 
any  of  these  from  section  to  section,  or  should  I  go  on? 

MR.  MORRIS:   Rather  than  the  panel,  I  will  ask  at 
this  point,  since  it  is  the  form  of  hearing  I  tried  to  set,  if 
there  are  any  questions  to  Mr.  Mahoney  at  this  point  in  his  del- 
ivery on  those  sectional  statutory  findings  which  he  has  sort  of 
analyzed  this  morning  and  given  his  impressions  of  and  also  his 
opinion  about.   Any  questions  at  this  point  that  you  want  to  put 
to  Mr.  Mahoney,  through  the  Chair,  up  to  this  point,  on  his  tes- 
timony this  morning? 

(No  response.) 

If  not,  proceed,  Mr.  Mahoney. 

MR.  r^AHONEY:   Okay.   I'd  now  like  to  turn  to  the 
finding  concerning  the  financial  soundness  of  the  plan.   The  plan 
submitted  by  the  Authority  may  not  be  approved  by  the  Department 
under  the  provisions  of  Chapter  121B,  Section  48,  unless  there  is 
an  affirmative  finding  by  the  Department  based  upon  the  evidence 
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incorporated  in  the  record  of  these  proceedings,  that  the  finan- 
cial plan  is  sound.   Section  48  of  Chapter  121B  draws  a  clear 
distinction  between  that  which  the  Authority  must  submit  to  muni- 
cipal officers  for  approval  of  an  urban  renewal  plan  or  project 
and  that  which  must  be  found  by  this  Department  with  respect  to 
financial  soundness.   "Such  application  shall  be  accompanied  by 
an  urban  renewal  plan  for  the  project  and  a  statement  of  the  pro- 
posed method  of  financing  the  proposed  project.   Section  48,  with 
reference  to  the  municipal  level  submission.   But,  the  determina- 
tion of  the  Department  that  the  financial  plan  is  sound  must 
relate  to  the  complete  plan  covering  the  entire  project  area. 
Specifically,  it  must  be  a  finding  made  at  the  time  of  approval 
or  disapproval  by  the  Department  of  the  entire  plan.   It  cannot, 
I  suggest,  be  a  partial  determination  for  a  portion  of  the  project, 
deferring  to  some  indefinite  time  for  the  happening  of  some  later 
event  or  events  a  second  partial  approval  pertaining  to  some  sec- 
tions of  the  project  area  which  would  be  covered  by  this  plan. 

Thus,  in  this  case,  the  Department  must  make  a  deter- 
mination following  this  hearing  as  to  whether  there  is  a  sound 
financial  plan  for  parcels  A,  B,  and  C,  and  D  and  E,  and  that 
must  be  a  rational  finding  based  upon  credible  evidence  contained 
in  the  record  of  this  proceeding. 

As  we  shall  see  from  an  analysis  of  the  evidence 
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submitted  by  the  Authority,  no  evidence  has  been  submitted  by  the 
Authority  which  would  support  a  finding  that  there  is  a  sound  fin- 
ancial plan  for  the  entire  project  area. 

I 'd  like  to  review  the  evidence  that  has  been  submit- 
ted by  the  Authority  and  made  a  part  of  the  record  of  these  pro- 
ceedings, upon  which  the  Department  must  make  its  determination  as 
to  whether  the  financial  plan  is  sound,  and  that  evidence  is  in 
the  following  category: 

Urban  renewal  plan  in  the  supporting  documentation 
dated  July,  1971,  and  submitted  on  November  28,  1972,  under  the 
sections  Land  Acquisition  Report,  page  22,  Land  Disposal  Report 
at  page  23,  a  cost  estimate  and  financing  report  at  pages  24  and 
5,  and  the  letter  of  Mr.  Zuckerman  to  Mr.  Kenney,  dated  July  1, 
1971,  regarding  Park  Plaza  financing. 

The  next  category  is  the  letters  of  interest  to  Bos- 
ton Urban  Associates,  and  they  are:  The  Connecticut  General 
Realty  Advisory  Company  letter  dated  June  16,  1971;  Eastman 
Dillon  Union  Securities  Company  letter  dated  June  25,  1971;  the 
White  Weld  &  Company  letter  dated  June  21,  '71;  the  Chase  Manhat- 
tan Bank  letter,  dated  June  20,  '71;  the  White  Weld  letter  dated 
June  26,  '72;  Eastman  Dillon  letter  dated  June  28,  '72;  The 
First  National  Bank  of  Boston  letter  dated  June  29,  '72;  the 
State  Street  Bank  and  Trust  letter  of  the  same  date;  the  Morgan 
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Guarantee  Trust  Company  letter  of  July  14,  '72;  and  the  Western 
International  Hotel  letter  dated  November  17,  '72;  and  the  Wells 
Fargo  letter  dated  November  20,  '72;  and  in  the  letter  of  intent 
between  the  Authority  and  Boston  Urban  Associates,  dated  November 
28,  1972,  the  financial  data  for  stage  one  redevelopment,  parcels 
A,  B,  and  C,  undated;  the  financial  and  relocation  data  for  stage 
two,  parcels  D  and  E,  undated;  the  4-page  document  entitled  Boston 
Urban  Associates,  also  undated,  containing  data  concerning  Boston 
Urban  Associates;  the  redeveloper 's  statement  for  public  disclos- 
ure, part  one  only,  dated  June  1,  1972;  the  letter  from  Boston 
Associates  to  Director  Kenney,  dated  September  12,  1972,  with 
respect  to  parcels  D  and  E;  the  opinion  on  bonding  and  other  mat- 
ters from  Bingham,  Dana  &  Gould,  dated  July  16,  '71;  and  the 
undated  opinion  from  Goulston  &  Storrs;  the  marketing  reports 
prepared  by  Boston  Urban  —  FOR  Boston  Urban  Associates,  on  lux- 
ur  y  housing  opportunities,  by  Gladstone  Associates,  dated  July 
19th;  and  the  proposed  Park  Plaza  Hotel  prepared  by  the  Hospi- 
tality Division  of  Helmsley-Spear,  dated  July,  '71;  and  the 
environmental  impact  statement  of  the  Authority,  November,  1972, 
especially  parts  3A2  and  the  materials  dealing  with  the  tax  base 
appearing  at  page  27.   Finally,  the  materials  pertaining  to 
relocation  contained  in  the  supporting  documentation  and  in  the 
environmental  impact  statement  and  the  letter  of  intent  in  the 
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urban  renewal  plan. 

There  also  has  been  introduced  into  the  record  of 

this  proceeding,  which  I  would  like  the  prior  record,  and  I 

specifically,  under  this  heading,  would  like  to  call  your  atten- 
tion to  the  testimony  of  Director  Kenney  at  the  prior  hearing; 
the  testimony  on  behalf  of  the  25  petitioning  taxpayers;  the 
urban  renewal  plan,  which  is  identical  to  this  one;  the  prior 
supporting  documentation;  and  the  old  letter  of  intent,  dated 
December  17,  1971,  and  revised  and  executed  on  December  20,  '71. 

You  will  note  that  in  the  decision  of  the  Department 
dated  June  9,  1972,  there  was  a  finding  that  the  financial  plan 
was  not  sound.   In  summary,  the  Department  concluded  that  there 
had  to  be  a  sound  financial  plan  for  the  entire  project  area; 
that  there  must  be  detailed  evidence  that  there  is  private  fin- 
ancing available  for  the  development  of  parcels  4  and  5;  and 
that  the  Authority  acknowledges  that  there  will  not  be  public 
funds  available  for  the  urban  renewal  activities  in  D  and  E. 

The  nature  of  Boston  Urban  Associates'  financial 
commitment  for  parcels  A,  B,  and  C  was  found  by  the  Department 
to  be  nothing  more  than  the  letters  of  intent  which  are  not  bind- 
ing and  do  not  constitute  a  valid  financial  commitment  and  that 
Boston  Urban  Associates  have  failed  to  file  a  financial  d  isclosure 
statement  as  required  by  the  rules  and  regulations  adopted  by  the 
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Department  on  December  30,  1971;  that  there  was  no  detailed  break- 
down for  costs  of  land  acquisition,  site  clearance,  and  prepara- 
tion and  relocation,  and  that  no  approval  under  the  rules  and 
regulations  of  the  Department  can  be  given  based  on  anything  less 
than  validated  estimates  for  those  enumerated  costs,  acquisition, 
site  clearance  and  preparation,  and  relocation;  that  the  amount 
of  taxes  to  be  paid  by  the  project  raise  serious  questions  con- 
cerning the  tax  rate,  its  effect  upon  its  feasibility,  and  the 
legality  and  inadequacy  of  the  special  tax  arrangement  agreed to 
by  the  city  and  the  developer.  And,  finally,  the  methods  for 
financing  the  urban  renewal  activities  in  parcels  A,  B,  and  C, 
other  than  the  public  improvements,  are  unclear,  particularly 
the  financing  of  proposed  acquisition,  demolition,  and  relocation 
for  other  than  the  residential  development. 

Nothing  submitted  by  the  Authority  nov;,  at  this 
hearing,  makes  possible  a  lawful  finding  by  this  Department  that 
the  proposed  plan  is  now  financially  sound.   I  would  like  to 
examine  and  evaluate  the  evidence  submitted  to  you  upon  which  a 
finding  pertaining  to  financial  soundness  must  rest. 

First,  with  reference  to  the  urban  renewal  plan,  may 
I  call  your  attention  to  Section  D  under  the  heading  Property  to 
be  Acquired,  Conditions  for  Stage  II  Acquisition.   This  section 
of  the  urban  renewal  plan,  I  submit,  is  itself  illegal  on  its 
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face.   It  is  clear  that  the  City  Council  has  given  only  a  condi- 
tional approval  of  the  plans  for  the  design  and  financing  of  the 
improvements  in  parcels  D  aid  E,  so-called  Stage  II,  and  of  the 
relocation  payments  to  be  made  therein. 

While  we  have  seen  this  purports  to  be  an  urban  renewal 
plan  for  parcels  A,  B,  and  C,  the  Park  Square  area,  and  the  Combat 
Zone — D  and  E — it  is  evident  that,  in  fact,  there  is  only  the 
simple  answer  of  an  urban  renewal  plan  for  parcels  D  and  E;  hence, 
the  approvals  given  by  the  City  Council  previously  and  by  the 
Mayor  and  by  the  Authority  were  approvals  of  a  plan  not  in  con- 
formance with  the  definition  of  an  urban  renewal  plan  as  found  in 
Section  1  of  Chapter  121B,  and  the  section  I  cited  to  you  in  the 
urban  renewal  plan  itself  is  Section  D,  and  subsection  2  thereof. 
Conditions  for  Stage  II  Acquisition,  make  explicit  that  obvious 
difference  between  the  nature  of  the  plan  proposed.  A,  B,  and  C, 
and  that  for  D  and  E.   Since  the  intention  was  to  be  for  approval 
of  the  entire  urban  renewal  plan,  those  approvals  have  not  been 
validly  given.   And  insofar  as  they  pertain  specifically  to  the 
relocation  and  the  financing  and  acquisition  provisions,  that 
obviously  no  finding  can  be  made  therefor,  if  there  is  not  a 
sound  financial  plan  as  defined  in  Section  1  under  Chapter  12 IB. 

An  examination  of  the  Cooperation  Agreement  entered 
into  by  the  Authority  and  the  city  further  underscores  this  same 
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point.   In  that  agreement,  and  in  accordance  with  a  vote  of  the 
City  Council  on  December  6th  of  1971,  it  was  provided  that  par- 
cels D  and  E  may  or  may  not  be  included  within  the  urban  renewal 
plan;  thus,  we  have  a  plan  with  fluctuating  and  uncertain  bound- 
aries. 

As  I  have  earlier  mentioned,  the  record  of  this  hear- 
ing makes  clear  that  there  can  be  no  question  now  as  to  whether 
the  conditional  approval  originally  given  by  the  City  Council  is 
now  in  effect  invalidated;  and  so,  again,  in  terms  of  making  a 
determination  of  a  sound  financial  plan,  I  think  we  must  return 
to  the  basic  question  of  whether  there  is  an  urban  renewal  plan 
which  can  be  approved,  whether  financially  sound  or  unsound. 

Section  L,  in  dealing  with  relocation,  I  direct  your 
attention  to  subsection  4C,  appearing  at  page  33a,  which  also 
gives  rise  to  anafditional  question  concerning  the  financial 
soundness  of  the  plan  as  submitted.   That  section  provides  that 
the  additional  costs  of  relocation  under  the  formula  established 
shall  be  borne  equally  by  Urban  and  the  city;  thus,  as  to  parcels 
D  and  E,  there  is  absolutely  no  evidence  whatsoever  of  funding 
available  to  pay  for  the  relocation  payments,  including  both  the 
basic  share  and  what  I  might  call  the  additive  under  the  formula 
referred  to  in  this  section  of  the  plan.  No  appropriation  for 
the  purpose  has  been  supplied  by  the  city  and  no  private  developer 
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exists  for  parcels  D  and  E. 

Similarly,  in  parcels  A,  B,  and  C,    no  provision  of 
city  funding  has  been  made  to  pay  the  city's  50  percent  share 
under  the  formula  set  forth  in  this  section  of  the  plan.   As  I 
shall  discuss  shortly,  no  provision  has  been  made  for  the  funding 
of  the  basic  relocation  payments,  in  that  the  scheme  for  funding 
these  payments  itself  rests  upon  an  illegal  bonding  device,  and 
this  is  true  of  all  parcels — parcels  A,  B,  and  C,  as  well  as 
parcels  D  and  E. 

I'd  like  now  to  turn  your  attention  to  the  supporting 
documentation  dated  July,  1971,  submitted  November  28,  1972, 
specifically  in  the  supporting  documentation  to  the  following 
citations : 

TO  the  land  acquisition  report  at  page  22 r  to  the 
land  disposal  report  at  page  23;  to  the  cost  estimate  and  finan- 
cing report  d:  pages  24  and  5;  and  to  the  Zuckerraan  letter  to  Mr. 
Kenney  dated  July  1,  1971.   These  materials  are  exactly  in  the 
forms  submitted  to  the  Department  on  the  date  of  the  last  hear- 
ing.  They  state,  "Firm  land  disposition  estimates  have  not  been 
determined.   Only  windshield  appraisals  have  been  made  of  prop- 
erties to  be  acquired." 

While  the  Authority  admits  that  all  disposition  par- 
cels are  critical,  in  that  they  may  be  redeveloped  to  accomplish 
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the  objectives  of  the  project,  it  acknowledges  that  it  is  await- 
ing the  submission  of  a  "sound  financial  plan"  from  the  developer 
and  demonstration  by  the  developer  of  its  ability  to  proceed  with 
the  redevelopment.   End  quote.   Only  tentative  designation  of  the 
redeveloper,  Boston  Urban  Associates,  for  parcels  1,  2,  and  3, 
has  been  made,  no  firm  disposition  price  has  been  determined. 
End  quote. 

Under  the  cost  estimate  and  financial  report,  one 
finds,  again,  misleading  and  inadequate  material.   There  the 
Authority  categorically  states,  at  page  25,  that  the  redeveloper 
"has  agreed  to  pay  an  annual  sura  of  $150,000  to  the  city  for  a 
period  of  20  years,  commencing  five  years  after  the  completion 
of  the  redeveloper 's  construction,  for  a  total  of  $3,000,000." 

In  fact,  as  we  shall  see  from  an  analysis  of  the 
letter  of  intent,  no  such  agreement  has,  in  fact,  been  made. 
Indeed,  the  letter  of  intent  is  not  a  binding  document  upon  which 
such  an  assertion  could  rest.   Further,  the  obligation,  if  any,  of 
the  redeveloper,  to  ever  make  such  payments,  is  highly  question- 
able.  No  information  is  provided  evidencing  the  length  of  time 
during  which  the  city  will  lose  the  tax-producing  property  under 
this  development  scheme.   No  cost  benefit  study  has  been  submit- 
ted evidencing  what  the  total  cost  would  be  incurred  by  the  city 
or  what,  if  any,  and  when,  the  city  might  obtain  long-term 
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benefits. 

The  materials  pertaining  to  the  long-term  net  cost  to 
the  city  rests  upon  these  same  fallacies.   It  is  evident,  as  you 
will  see  from  a  review  of  these  materials,  that  the  tax-exempt 
bonds  may  not  lawfully  be  used  for  acquisition,  demolition, 
clearance,  and  relocation  costs  of  nonresidential  areas  of  the 
project;  however,  the  Authority  persists  in  maintaining  that  this 
is  the  financing  vehicle  upon  which  the  project  substantially 
relies,  specifically,  I  refer  you  to  pages  24  and  5,  at  the  end 
of  this  section,  and  the  supporting  documentation  at  page  25. 
There  again  appears  a  short "paragraph  dealing  with  the  financing 
of  D  and  E . 

You  will  note  that,  despite  the  contention  of  the 
Authority  that  D  and  E  is  a  substandard  and  decadent  area  requir- 
ing wholesale  demolition,  and  despite  their  contention,  as  set 
forth  in  the  Building  Conditions  Report,  there  is  no  plan  and 
there  are  no  funds  to  make  any  public  improvements  of  streets  or 
utilities  in  this  area. 

Before  we  turn  our  attention  to  the  —  in  the 
supporting  documentation  —  "Dear  Bob"  letter,  appearing  on 
pages  26  through  28  of  that  documentation... 

MR.  MORRIS:   What  letter? 

MR.  I4AH0NEY:   The  Dear  Bob  letter  from  Mr.  Zuckerman 
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to  Mr.  Kenney. 

MR.  MORRIS:   What  are  we  referring  to  as  an  exhibit, 
counsel.   I  can't  follow  you. 

MR.  MAHONEY:   We  had  exhibits,  Mr.  Examiner. 

MR.  MORRIS:   Were  they  labeled  as  Dear  Bob?   As  a 
Dear  Bob  letter? 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:  Marked  that  way  for  identification? 

MR.  MAHONEY:   Just  to  clarify  it,  Mr.  Examiner... 

MR.  MORRIS:   Please  do. 

MR.  MAHONEY:   ...in  the  supporting  documentation,  it 
appears  in  the  volume  entitled  Supporting  Documentation  submit- 
ted by  the  Authority  at  this  hearing,  and  it  follows  at  page  25 
thereof,  and  it's  a  letter  written  from  MR.  Kenney  —  at  26  — 
it's  a  letter  written  to  Mr.  Kenney  from  Mr.  Zuckerman,  dated 
July  1,  1971,  and  it  is  the  fundamental  letter  in  which  there 
appears  any  description  of  basic  financing  of  this  proposal,  and 
it  begins.  Dear  Bob.   I  have  referred  to  it  before  as  the  'Dear 
Bob  letter. ' 

MR.  MORRIS:   I  prefer  that  you  refer  to  it,  at  this 
point,  as  a  letter  from  Boston  Urban  Associates,  dated  July  1st, 
1971,  to  Mr.  Robert  T.  Kenney. 

MR.  MAHONEY:   If  you  prefer,  I'll  be  happy  to  refer 
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to  it  as  that. 

MR.  MORRIS:   As  signed  by  Mr.  Mortimer  B.  Zuckerman. 
Will  you  allow  that? 

MR.  MAKONEY:   I'll  be  happy  to. 

MR.  MORRIS:   Thaiik  you. 

MR.  MAHONEY:   Before  we  turn  our  attention  to  Mr. 
Zuckerman 's  letter  as  described  by  the  Examiner,  I  would  like  to 
reiterate  that  the  materials  submitted  concerning  land  disposition 
costs  on  pages  24  and  5  rest  upon  an  average  cost  of  $30  a  square 
foot;  when,  in  fact,  you  v;ill  recall,  there  has  been  evidence 
introduced  in  the  prior  hearing  that  such  property  has  a  fair 
market  value  of  approximately  $75  to  $100  per  square  foot,  thus, 
there  is  substantial  question  as  to  whether  the  $5.8,000,000  of 
funds  for  public  improvements  to  be  made  available  by  the  city 
is,  itself,  adequate. 

Let  me  point  out  here,  and  I  will  again  touch  upon 
it  later,  when  we  deal  with  the  letter  of  intent,  that  this  prob- 
lem is  all  the  more  serious  in  terras  of  the  acquisition  of  land 
to  be  redeveloped  in  parcels  A,  B,  and  C.   The  letter  of  intent 
permits  the  acquisition  of  land  without  demonstration  of  any 
firm  financial  commitment  for  the  actual  construction  or  finan- 
cing of  the  facilities  provided  for  under  this  plan. 

For  this  reason  alone,  I  suggest  that  this  cannot  be 
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said  to  be  a  sound  financial  plan.   Public  funds  may  be  expended 
under  this  plan  without  any  assurance  whatsoever  of  the  ability 
of  the  redeveloper  to  carry  through  the  program  to  completion. 
This  should  not  be  left  to  speculation  or  to  windshield  apprais- 
als or  to  the  misguided  reliance  of  the  Authority  upon  an  illegal 
bonding  scheme. 

At  pages  25  through  28,  appearing  in  Mr.  Zuckerman's 
letter  to  Director  Kenney,  of  July  1,  1971,  the  identical  informa- 
tion that  was  submitted  at  the  prior  hearing  appears  regarding 
the  total  development  costs  for  parcels  A,  B,  and  C  of  the  pro- 
ject.  There,  you  will  recall,  the  developer  estimates  the  total 
development  cost  to  be  $250,500,000,  and  there  it  is  broken  down 
into  the  following  elements:   Retail  and  low-rise  office  space, 
$50,500,000;  apartments  and  parking,  $120,000,000;  hotel, 
$50,000,000;  and  high-rise  office  tower,  $40,000,000,  for  a  total 
of  $250,500,000. 

This  information  contained  in  these  pages  is  basic 
to  any  understanding  and  analysis  of  this  Ponsey-like  scheme. 
You  will  note  that  no  detailed  statements  have  been  presented 
concerning  the  actual  costs  of  construction — the  financing  costs, 
the  costs  of  land  acquisition,  and  the  like.   Similarly,  no 
detailed  statement  of  projected  income  and  expense  for  the  opera- 
tion of  that  portion  of  the  project  to  be  developed,  namely. 
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parcels  A,  B,  and  C,  has  been  submitted  either  in  whole  or  in 
part.   None  was  submitted  at  the  prior  hearing,  now  nearly  a  year 
ago.   I  submit  that  there  cannot  be  a  valid  determination  made  to 
approve  this  plan  as  financially  sound  without  that  information 
adequately  presented  and  in  detail;  and  specifically,  I  point  out 
to  you  that  the  material  with  reference  to  projected  income  and 
expense  will  become  especially  important,  and  I  call  upon  the 
Department  and  request  the  Department  now  to  ask  that  the  follow- 
ing material  be  submitted  by  the  Authority,  to  be  incorporated 
into  the  record  of  this  hearing,  with  reference  to  the  issue  of 
financial  soundness,  namely,  actual  cost  of  construction,  the 
financing  costs,  the  land  acquisition  costs,  the  demolition  costs, 
and  the  relocation  costs.   Similarly,  on  a  phased  basis,  using 
their  own  staging  phases,  the  projected  income  and  expense  for 
each  portion  of  the  enumerated  project  in  parcels  A,  B,  and  C. 
And  as  to  that  latter  matter,  I  suggest  to  you  that,  without  ih  at 
information,  based  on  this  record  and  the  state  of  this  record, 
there  is  nothing  which  would  allow  the  Authority  to  draw  any  other 
conclusion  than  that  the  same  tax  arrangement  that  existed  before 
exists  now. 

There  is  no  way  that  we  can  determine  whether  this 
is  a  sound  financial  plan  capable  of  paying  taxes  in  conformance 
with  the  provisions  of  Chapter  59,  Section  38,  in  the  absence  of 
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such  information,  and  I  respectfully,  Mr.  Morris,  call  upon  the 
Department  to  request  that  information  of  the  Authority  and  have 
that  introduced  during  the  conduct  of  this  hearing,  and  we'll 
return  to  these  issues  at  some  subsequent  time.   Do  you  want  me 
to  pause  at  this  moment  about  that? 

MR.  MORRIS:   If  you  care  to. 

MS.  BURNS:   Mr.  Morris,  may  I  ask  a  question? 

MR.  MORRIS:   What  is  it.  Miss  Burns? 

MS.  BURNS:   May  I  ask  a  question?   Mr.  Mahoney,  under 
Section  48,  you  gave  a  list  of  several  of  the  banks  and,  well, 
for  instance,  like  Weld  and  all  that  sort  of  thing.   In  that  list 
of  names,  was  there  one  there  designating  Mortimer  Zuckerman's 
accountant? 

MR.  MAHONEY:   No. 

MS.  BURNS:   Do  you  know  the  name  of  his  accountant? 

MR.  MAHONEY:   No. 

MR.  MORRIS:   As  I  stated  earlier,  Mr.  Mahoney,  when 
you  suggested  that,  at  certain  points  during  the  presentation, 
you  will  ask,  perhaps,  for  specific  persons,  things,  or  other 
material  to  be  submitted  for  the  record,  if  tiiey  were  not  already 
part  of  the  record,  and  we  v;ill  attempt  at  that  point  to  deter- 
mine whether  or  not  these  reasonable  requests,  in  terms  of  either 
appearances  or  answers  from  the  appropriate  parties.   This  is 
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our  first  opportunity... 

MR.  MAHONEY:  This  is  one  of  those  instances. 

MR.  MORRIS:  This  is  one  of  those  instances. 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:   I  want  to  make  that  clear.   First,  I 
would  ask  you,  of  the  items  you  have  just  requested,  are  you  sure 
that  there  is  nothing  in  the  record  at  all  that  speaks  to  any  of 
these  with  regards  to  either  the  original  submission  and/or  the 
material  submitted  in  addition  to  that  during  the  interim?  Are 
you  personally  sure  of  that,  before  you  make  this  request,  you 
or  your  co-counsel,  on  the  first  one? 

MR.  MAHONEY:   Yes,  sir.   Do  you  want  me  to  answer 
that  in  reference  to  those  items? 

MR.  MORRIS:   I  want  to  go  through  the  details  before 
I  will  entertain  whether  or  not  it's  a  reasonable  request.  No.  1, 
with  regards  to  the  actual  construction  costs,  as  I  think  you 
just  stated,  how  would  that  be  possible  at  this  point  in  a  sche- 
matic type  of  plan?  You  asked  the  question;  I  just  want  you  to 
clarify  it. 

MR.  MAHONEY:   I  want  to  know  the  basis  for  their 
statement  of  construction  costs.   The  only  material  that  we  have, 
Mr.  Morris,  on  this  record  or  the  prior  record,  is  what  appears 
in  this  letter  dated  July  1,  1971.  All  right.   Of  some  remote 
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point  of  time.   I  refer  specifically,  now,  to  the  material  appear- 
ing in  the  supporting  documentation  at  pages  26,  27,  and  28.   I'm 
not  referring,  by  the  way,  to  make  it  clear. . .excuse  me... I'm  not 
referring  to  the  material  pertaining  to  the  project  improvements' 
report.  That  is  not  the  section  dealing  with  the  $5.8,000,000. 
I  am  not  dealing  with  that;  I  am  dealing  with  material... 

MR.  MORRIS;   I  presume  what  you  are  talking  about  is 
the  estimate  which  you  recently  read... 

MR.  MAHONEY:  Yes,  sir. 

MR.  MORRIS:   ...regarding  retail  and  low-rise  office 
space ... 

MR.  MAHONEY:   The  dates  of  them. 

MR.  MORRIS:   ...apartments  and  parking,  hotel,  high- 
rise  office  tower? 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:  Now,  you  made  a  statement  that  you  wan- 
ted, and  this  is  for  my  own  clarification  that  I  ask  you... 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:   ...I  understood  you  to  say  that  you  want 
actual  construction  costs. 

MR.  MAHONEY:  I  want  a  detailed  basis  of  how  they 
arrived  at  a  breakdown  of  these  construction  costs,  as  of  the 
current  time,  noting,  Mr.  Examiner,  that  the  sole  evidence 
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submitted  is  under  date  of  July  1,  1971,  somewhat  remote  in  point 
of  time  to  the  date  of  this  present  hearing. 

MR.  MORRIS:  We  will  take  that  under  advisement. 

MR.  MAHONEY;   Okay.   May  I  also,  just  for  the  record, 
Mr.  Morris,  try  and  clarify  for  you  the  reason  I  want  some  of  this 
material? 

MR.  MORRIS:   I  don't  want  to  get  into  that.   I'll 
accept  what  you  want.   We  will  consider  that  and  give  you  a 
reasonable  answer  very  shortly  as  to  whether  this  is  one  of  the 
items  which  we  will  direct  the  parties  to,  to  supply  us  with 
information  on  at  a  reasonable  date,  before  this  hearing  ends. 

MR.  MAHONEY:   Do  you  have  the  other  categories? 

MR.  MORRIS:  Next,  you  had  stated  financing  costs. 

MR.  MAHONEY:   Financing  costs. 

MR.  MORRIS:  Now,  clarify  what  you  mean  by  'financing 
costs; •  of  who?  There  are  several  parties  to  this — the  city,  the 
Authority,  and  the  developer.   Now,  what  do  you  mean  by  that, 
specifically? 

MR.  MAHONEY:   I'm  referring  specifically  to,  in  these 
remarks,  the  construction  costs,  the  financing  costs,  the  land 
acquisition  costs,  and  the  relocation  costs,  and  the  demolition 
costs  for  parcels  A,  B,  and  C,  for  the  development  of  the  portion 
of  the  project  for  the  retail  and  low-rise  office  space,  the 
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apartments  and  parking,  the  hotel,  and  the  high-rise  office  tower. 
It  is  to  those  matters  that  I'm  referring. 

MR.  MORRIS:   I  understand  that.  What  do  you  mean  when 
you  say  'financing  costs?"   Do  you  mean  the  interest  or  do  you 
mean  the  actual  costs  in  to to  by  all  parties  to  this  plan,  or 
what? 

MR.  MAHONEY:   I'm  referring  to  the  financing,  the  costs 
and  charges  which  this  developer  says  that  he  will  have  to  bear  to 
obtain  the  $260,500,000,  if  that  is  still  the  correct  figure  to 
construct  the  project. 

MR.  MORRIS:  Yoii  are  talking  about  what  it  will  cost 
to  develop  it,  not  to  save  the  City  of  Boston  in  terms  of  their 
6.8  million. 

MR.  MAHONEY:   I  expressly  want  to  make  clear... yes, 
Mr,  Morris... the  public  improvement  costs  are  excluded  from  this 
request.   The  6.8  million  I'm  not  disputing. 

MR.  MORRIS:   This  is  what  I  want  to  get  at,  since  you 
said  this  is  not  the  total  urban  renewal  plan;  you  are  taking 
this  in  sequence.   I'm  merely  asking  this  before  we  can  confer  to 
find  out  which  are  the  reasonable  questions  and  to  whom  they 
should  be  addressed. 

MR.  MAHONEY:   As  to  the  public  improvement  portion, 
there  has  been  at  least  submitted  a  fairly  detailed  breakdown  and. 
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also,  their  land  acquisition  costs.  We  have  dealt  with  them. 

MR.  MORRIS:   So,  you  have  a  framed  question  on  that, 
if  and  when  I  get  to  that,  because  I  am  going  to  ask  you  that,  to 
frame  the  question,  now,  on  land  acquisition. 

MR.  MAHONEY:   Yes,  sir.  And  I've  asked  for  a  detailed 
statement  of  projected  income  and  expense  for  the  project  in  its 
stages  and  completed. 

MR.  MORRIS:  Have  you  examined  the  new  submission 
that  I  asked  you  about,  to  assure  yourself  none  of  this  material 
is  already  in? 

MR.  MAHONEY:   I '"ll  be  happy  to. 

MR.  MORRIS:   Have  you? 

MR.  MAHONEY:  Yes?  I  examined  everything  that  has  been 
given  to  me. 

MR.  MORRIS:   And  you  have  not  found  it? 

MR.  MAHONEY:   No,  sir. 

MR.  MORRIS:   Well,  Exhibit  6. 

MR.  MAHONEY:   What  is  the  title?   Could  I  have  which 
one  you  are  referring  to,  please? 

MR.  MORRIS:   Exhibit  No.  6. 

MR.  MAHONEY:   At  this  hearing? 

MR.  MORRIS:   Considering  the  new  submission,  which 
apparently  you  have  had  an  opportunity  to  look  at,  and  I  am  not 
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stating  the  ruling  now  as  it  is,  but  some  of  the  information  you 
asked  about  there  are,  and  I  can  see  here  total  costs  charged  to 
project,  certain  amounts  and  percentages  and  whatnot.  These  seem 
to  be  at  least  in  part  some  answers  regarding... 

MR.  MAHONEY:   No. 

MR.  MORRIS:   ...acquisition,  which  is  one  of  the 
points  you  requested  information  to  be  furnished  on. 

MR.  MAHONEY;  Okay?  excuse  me  just  a  minute.  This  is 
the  stage... part  one;  is  that  it,  for  stage  I?   Is  that  it? 

MR.  MORRIS:   Yes?  financial  data  for  Stage  I,  A,  B, 
and  C,  or  reuse  parcel  1,  2,  and  3,  of  the  Park  Plaza  Urban  Renewal 
Project,  November,  1972. 

MR.  MAHONEY:   I  have  that. 

MR.  MORRIS:  We  have  it  labeled  as  an  exhibit  and 
already  in  submission. 

MR.  MAHONEY:   Yes. 

MR.  MORRIS:  Now  you  are  asking  for  land  acquisition 
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you, 


MR.  MAHONEY;   Yes,  sir. 

MR.  MORRIS:  Well,  I'm  asking  you?  I  am  not  telling 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS;  I'm  asking  you  whether  this  has  any 
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application  to  which  you  are  now  asking  us  to  secure  figures  on. 

MR.  MAHONEY:   Some.   The  answer  is.  Some,  Mr.  Morris. 

MR.  MORRIS:   For  the  record,  the  answer  is.  Some. 

MR.  MAHONEY:   Some  application. 

MR.  MORRIS:   Will  you  make  a  definition  and  then 
reframe  your  question  so  we  can  be  specific  as  to  whether  we  deem 
it  reasonable  as  a  request  to  ask  of  one  of  the  parties  for  fur- 
ther information  on. 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:   That  is  all  I  am  pointing  out  at  this 
time.  We  will  still  take  under  advisement  your  question  on  land 
acquisition.  Now,  with  regard  to  the  next  one,  demolition,  have 
you  reviewed  all  the  documentation  regarding  estimates  of  demoli- 
tion furnished  by  the  parties  who  are  the  proponents  for  the  Plaza? 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:   What  is  the  meaning  of  your  question 
now,  then;  that  you  want  figures  on  the  demolition  furnished  to 
you? 

MR.  MAHONEY:   As  to  both  of  these  matters,  the  one 
just  cited  by  you  and  this  one,  Mr.  Morris.   What  we  have  in 
effect  is  a  summary  sheet  with  a  total  figure  given  and  no  break- 
down, no  detail,  that  would  permit  an  adequate  analysis  of  how 
that  figure  is  arrived  at  or  what  its  basis  is,  and  the  figure 


64 


itself,  therefore,  is  relatively  meaningless  as  a  figure  in  the 
absence  of  being  able  to  see  how  it  has  been  arrived  at. 

MR.  MORRIS:  Well,  we'll  ask  you  again  to  take  note 
that  at  least  there  is  a  figure  included  in  the  documentation. 
Since  you  attack  it,  it  appears  as  though  you  attack  the  figure, 
we  submit  that  they  have,  at  this  point,  and  this  is  preliminary, 
at  least  something  in  there  furnished  by  the  public  authority  as 
to  their  figure  for  that  phase  of  clearance.  Now,  you  can  rebut 
that  and  we  will  give  you  every  opportunity  to  frame  direct  ques- 
tions or  say  what  they  have  presented,  but  we  can't  rule  at  this 
point  that  there's  nothing  in  evidence  on  that  particular  figure, 
as  summary  as  it  may  be. 

MR.  MAHONEY:  My  request,  Mr.  Morris,  as  you  may 
recall,  was  for  a  detailed  breakdown  and  statements,  not  for  sum- 
mary figures,  not  for  a  single  figure. 

MR.  MORRIS:  Then  we  will  ask  you  to  amplify  your 
question  as  to  what  type  of  detail  and  we  will  consider  whether 
it  is  reasonable,   Yovi  say  this  is  unreasonable.  Then  you  frame 
your  question  and  we  will  consider  it  after  a  reasonable  period 
as  to  whether  we  will  ask  them  to  go  to  this  extent  during  this 
public  hearing  or  whether  we  will  give  them  additional  time  or 
whether  we  feel  it  is  an  unreasonable  request  that  would  delay, 
shall  I  say,  justice.  Your  next  question  is  rehabiliation? 
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MR.  MAHONEY:   Yes. 

MR.  MORRIS:  What  is  your  specific  request? 

MR.  MAHONEY:  Again,  I  want  to  know  their  computed 
detailed  basis  for  the  statement  of  their  relocation  costs  for  the 
entire  project. 

MR.  MORRIS:  Well,  again,  we  call  your  attention  to 
a  basic  statement  made  in  Stage  I,  financial  d ata  submission, 
dated  November,  1972,  specifically  paragraph  17  of  that  documenta- 
tion. 

MR.  MAHONEY:   Yes. 

MR.  MORRIS:  And  again,  we  will  state  that  you  can 
either  attack  that  or  give  us  the  reasons  why  it  is  not  detailed 
enough,  in  sufficient  form,  that  we  can  consider  Whether  it's  a 
question  to  address  to  the  Redevelopment  Authority  or  such  other 
parties  as  are  parties  in  interest  in  this  proceeding. 

MR.  MAHONEY:   Okay. 

MR.  MORRIS:  All  right.   So,  in  other  words,  we'll 
take  under  advisement  your  question  as  to  whether  we  have  them 
for  the  record;  that  is  as  far  as  those  go  with  the  first  grouping. 
Now,  you  had  one  other  question,  on  income  and  expenses. 

MR.  MAHONEY:   Yes.   Specifically,  this  is  the  mater- 
ial dealing  with  each  section  or  staged  section  of  the  project 
and,  for  those  purposes,  I  have  referred  to  the  schedule  that 
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appears  at  the  end  of  the  Letter  of  Intent  dated  November  28,  1972. 
My  question  is  that  I  request  that  you  obtain  from  the  Authority 
a  statement  of  projected  income  and  expense  for  each  portion  and 
the  total  project  phase,  and  in  detail,  so  that  we  may  determine 
specifically  the  financial  feasibility  of  this  project;  specifi- 
cally, I  point  to  the  reason  for  this,  the  problem  of  the  tax 
payment  involved,  as  to  its  clear  materiality. 

MR.  morris:  Well,  why  is  your  question  just  addres- 
sed to  the  tax  situation  rather  than  the  projected  income  and 
expenses,  when  you  admit  the  project  may  take  12  or  15  years? 
Which  is  the  thing  you  want  to  know? 

MR.  MAHONEY:  What  I  factually  want  is  a  detailed 
statement  of  projected  income  and  expense,  from  each  of  these 
portions  of  the  project  staged  and  phased  for  the  period  of 
development,  in  accordance  with  their  development  schedule. 

MR.  MORRIS:  Mr.  Mahoney,  could  you  do  that  yourself, 
if  you  were  the  developer? 

MR.  MAHONEY:  Yes,  sir.   I  would  be  a  fool  to  under- 
take a  project  without  being  able  to  do  it. 

MR.  MORRIS:  We'll  take  your  question  under  advise- 
ment. 

MR.  MAHONEY:   And  I  can't  believe,  Mr.  Chairman,  that 
the  Authority  doesn't  have  this  information  in  its  own  files. 
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MR.  MORRIS:  All  right.   We  will  take  all  of  your 
requests,  now  that  we  know  what  it  is  that  you  would  like  to  have, 
under  advisement. 

MR.  MAHONEY:   Thank  you. 

MR.  MORRIS:  And  within  a  reasonable  time  we  will 
either  direct  them  to  the  parties  of  interest  or  allow  you  to  do 
that  ex  parte  and  let  us  know  that  you  have  done  that,  and  let 
the  record  speak  accordingly. 

MR.  MAHONEY:   I'm  sorry,  Mr.  Morris,  I  missed  the 
sentence  of  the  last  portion  of  your  statement;  excuse  me. 

MR.  MORRIS:  We "will  advise  you  as  to  whether  we 
consider  those  questions  to  be  reasonable  for  the  Commissioner  to 
direct  to  the  parties  in  interest  or  whether  we  will  gucraest  to 
you  that  you  direct  those  questions. 

MR.  MAHONEY;   I  already  have,  Mr.  Morris. 

MR.  MORRIS:  You  have  already. 

MR.  MAHONEY:   Oh,  yes.   Excuse  me.   Rather  than  have 
you  waste  your  tirae..^ 

MR.  MORRIS:   Some  of  these  matters  we  have  referred 
to  you  to  go  to  either  our  Department  or  to  them,  in  the  sense 
that  most  of  this  is  public  records,  seek  the  information  your- 
self, and  come  and  bring  it  into  evidence.  We  don't  have  the 
time  to  get  these  in  detail. 
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MR.  MAHONEY:  Of  course,   I  am  not  asking  you  to  do 
that,  sir.   The  categories  under  which  I  raised  questions  dealt 
where  your  records  show  a  sununary  figure  or  conclusion,  without 
any  detailed  breakdown,  which  would  give  us  a  basis  for  under- 
standing whether  it  was  a  reasonable  or  unreasonable  presentation 
to  you.   In  some  instances,  specifically,  for  example,  is  the 
projected  income  and  expense.   I  have  never  seen  any  information 
in  the  Department's  files  on  this  matter;  that  information.   Now, 
I  can  tell  you  that  the  same  requests,  earlier  made,  have  been 
turned  aside  by  the  Authority  on  the  grounds  that  those  materials 
are  confidential  and  that  there  is  no  legitimate  reason  that  they 
should  be  made  available. 

MR.  MORRIS:  Do  you  have  reason  to  think  there  are 
existing  such  projections... 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:   ...that  have  not  been  made  a  part  of 
this  submission  of  the  public  record? 

MR.  MAHONEY:   I  cannot  believe  that  any  reasonable 
developer  or  any  reasonable  public  official  on  behalf  of  the 
Authority  would  undertake  an  urban  renewal  plan  of  this  scope  and 
dimension  without  having  had  the  benefit  of  a  complete  and  care- 
ful analyzed  study  of  the  financial  feasibility  of  the  project. 
In  short,  if  the  project  cannot  be  demonstrated  to  be  financially 


69 


successful,  then  to  pay  the  taxes  required  by  law,  then  it  can 
hardly  be  a  financially  sound  plan.   I  would  assume  that  before 
they  would  come  to  your  Department  well  knowing  you  had  to  make 
that  determination,  that  they  would  have  done  the  necessary  work 
and  prepared  that  material  and  submitted  it  to  you. 

MR.  MORRIS:  All  right.  Thank  you,  Mr.  Mahoney.  At 
this  point,  as  I  said  at  the  outset,  we  will  now,  on  that  point, 
adjourn  for  lunch  and  resume  at  1:30.   Thank  you  very  much  for 
your  attention. 

(Luncheon  recess.) 
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AFTERNOON  SESSION 

MR.  MORRIS:  Our  hearing  will  resume.  You  may  proceed, 
Mr,  Mahoney. 

CHARLES  F.  MAHONEY,  Resumed 

MR.  MAHONEY:  Mr.  Morris,  just  before  the  recess,  or 
prior  to  the  recess,  you  had,  in  response  to  my  specific  requests 
with  reference  to  certain  of  the  materials  that  we  discussed, 
referred  to  that  as  the  first  such  request.   It  occurred  to  me 
during  the  recess  that  there  had  been  one  prior  request  with  ref- 
erence to  the  study  interim  or  otherwise  in  connection  with  the 
Combat  Zone,  and  I  just  wanted  us  to  be  sure... 

MR.  MORRIS:   Let  the  record  show  that  I  remember  that... 

MR.  MAHONEY:   Thank  you. 

MR.  MORRIS:   ...request  and  I  hope  that  the  Boston 
Redevelopment  Authority's  counsel  is  taking  note  of  it;  that  was 
the  hearing  study  relative  to  the  Combat  Zone  and  the  names  of  the 
committee  members  and  that  type  of  thing,  if  it  did,  in  fact, 
exist.   So,  I  take  note  of  that. 

MR.  MAHONEY:  Thank  you;  I'm  sorry. 

MR.  MORRIS:   Proceed,  Mr.  Mahoney. 

MR.  MAHONEY:   Thank  you.   I  would  now  like,  if  I  may, 
to  refer  back  to  the  supporting  documentation  and,  in  the  new 
submission  at  page  26,  in  a  moment  we  shall  examine  the  relevant 
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material  contained  in  the  Letter  of  Intent,  the  financial  data 
for  Stage  I,  which  i3  parcels  A,  B,  and  C,    and  the  document  entit- 
led Boston  Urban  Associates,  and  the  public  disclosure  statement 
purportedly  relating  to  the  affairs  of  the  developer.  You  will 
note,  however,  at  page  26  of  the  supporting  documentation,  that 
Boston  Urban  Associates  is  not  intended  to  be  the  developer  of 
parcels  A,  B,  or  C.  He  is  not  intended  to  be  the  developer.  And 
I  expressly  call  your  attention  to  page  26  of  the  supporting  docu- 
mentation. At  this  point,  it's  extremely  important  in  terms... 

MR.  MORRIS:   VShich  paragraph?  Clarify  what  you  are 
saying  for  me  again. 

MR.  MAHONEY:  Yes.   Let  me  read  the  two  paragraphs  I 
am  referring  to. 

MR.  MORRIS:  Two  paragraphs. 

MR.  MAHONEY:  Three,  in  fact.  After  considerable 
discussion  with  several  financial  institutions,  it  was  decided 
that  financing  for  the  project  could  best  be  achieved  if  each  of 
the  major  elements  were  financed  as  sejiarate  entities... I  under- 
score the  words  'separate  entities '.. .common  to  all  elements, 
however  will  be  the  form  of  equity  ownership. 

In  each  case,  the  equity  will  be  held  by  a  joint 
venture  whose  managing  partners  will  be  Mortimer  B.  Zuckerman 
and  Edward  H.  Linde.   Certain  other  individuals  would  participate 
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in  one  or  more  of  the  joint  ventures  investing  equity  funds  where 
needed  and  receiving  a  share  of  the  project  profits,  cash  flow, 
depreciation,  and  tax  losses. 

The  first  of  these  joint  ventures.  Park  Plaza  Associ- 
ates, was  set  up  by  Mr.  Zuckerman  and  Mr.  Linde  at  the  time  of  the 
original  Park  Plaza  submission  and,  parenthetically,  I  might  say 
I  am  not  reading  from  this,  that  reference  meaning  the  original 
submission  to  the  Redevelopment  Authority,  not  to  this  Department, 
and  was  capitalized  with  $1,500,000  in  liquid  assets.   Furthermore, 
the  combined  net  worth  of  Mr.  Zuckerman  and  Mr.  Linde  exceeds 
$6,000,000  and,  together,  with  the  sums  to  be  invested  by  other 
joint  venture  participants,  will  provide  additional  equity  for 
this  joint  venture  and  any  other  setup  for  the  various  elements 
of  the  (fevelopment. 

The  specific  additional  financing  programs  which  will 
be  arranged  for  the  major  project  elements  are  described  as  fol- 
lows. And  then,  on  the  next  page,  they  go  through  a  more  detailed 
summary,  however  —  description  —  of  those  other  elements.   So, 
the  point  I  wish  to  emphasize  is,  and  I  think  it's  extremely 
relevant  in  understanding  the  actual  proposed  structure  and  the 
information  that's  been  submitted  to  you,  that,  in  effect,  Boston 
Urban  Associates  is  not  to  be  the  developer.   There  are  to  be 
separate  entities  with  Messrs.  Zuckerman  and  Linde  as  managing 
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partners. 

Unnamed  individuals  would  participate  in  unnamed 
amounts  in  one  or  more  joint  ventures,  investing  unspecified  equity 
funds  and  receiving  certain  benefits  as  described.   I  might  pause 
here,  also,  in  light  of  the  prior  request  that  I  made,  Mr.  Morris 
and  members  of  the  panel,  that  this  letter  itself  would  seem  to 
suggest  that  the  developer  had  some  understanding,  and  the 
Authority  must  have,  as  well,  of  the  fact  that  there  were  to  be 
investments  of  equity  funds  where  needed  and  that  there  would  be 
apparently  cash  flow;  they  knew  something  about  the  cash  flow, 
they  knew  something  about  projected  profits  and  the  like.   So,  I 
wouldn't  think  my  request  would  be  so  burdensome  after  all. 

Now,  if  you  recall,  they  go  on  to  say  that  the  first 
of  the  joint  ventures  is  to  be  Park  Plaza  Associates,  and  then 
it  has  already  been  set  up  and  capitalized,  and  this  is  a  state- 
ment as  of  July  1,  '71,  but  no  other  supporting  documentation  has 
been  submitted  regarding  that  entity,  which  you  have  plainly  been 
told  now  is  to  be  the  developer,  in  effect. 

MR.  MORRIS:   Submitted  to  whom? 

MR.  MAHONEY:   Submitted  to  this  Department.   I  find 
nowhere  in  the  records,  in  the  materials  submitted,  any  informa- 
tion about  Park  Plaza  Associates. . .Yes,  Park  Plaza  Associates... 
none.   Why  is  there  no  specific  disclosure  statement  in  part  one 
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and  part  two  for  this  entity? 

Representations  are  made  concerning  the  net  worth  of 
Messrs.  Zuckerman  and  Linde,  but  they  are  wholly  unverified  by 
independent  or  certified  audit.   Further  representations  are  made 
that  additional  equity  will  be  supplied  by  them  and  others  unnamed 
for  the  various  elements  of  the  intended  developer. 

There  follows,  then,  on  pages  27  and  28,  a  sparse 
summary  description  of  how  the  retail  and  low-rise  office  space, 
the  apartments  and  parking  and  hotel  will  be  funded.  No  funding 
provision  of  any  specific  or  general  kind  is  suggested  for  the 
high-rise  tower.  \Jhat   can  be  seen  from  these  materials  is  an 
intent  to  have  the  equity  of  these  projects  come  entirely  or  sub- 
stantially from  unknown,  uncommitted  persons  not  a  party  to  any 
agreement  that  is  presently  before  you. 

MR.  MORRIS:   Question. 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:   Is  that  true  with  regard  to  No.  2,  where 
it  says  the  funds  required  to  erect  this  portion  of  the  project 
is  $120,000,000,  which  is  a  substantial  portion? 

MR.  MAHONEY:   Yes. 

MR.  MORRIS:   It  says.  Will  be  raised  by  the  issuance 
of  bonds  secured  by  the  property. 

MR.  MAHONEY:   Yes. 
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MR.  MORRIS:   Do  you  mean  to  include  in  your  loose 
statement  as  including  that,  also? 

MR.  MAHONEY:   I  do,  sir;  yes,  sir.   Because,  as  you 
know  from  other  materials,  and  I'm  going  to  deal  with  the  bonds 
in  just  a  moment,  Mr.  Morris  —  I  think  it's  a  very  good  question 
—  first  of  all,  there  is  no  commitment  yet  by  anyone  that  they 
are  prepared  to  issue  these  bonds  or  for  the  purposes  foe  which 
they  will  be  sought.   There  is  some  conflict  about  that,  some 
quite  serious  and  substantial  conflict,  I  mean  to  apply  to  the 
bonds  as  well. 

MR.  MORRIS:   I  5^^^  raised  the  question  because  you 
made  a  rather  sweeping  statement. 

MR.  MAHONEY:  Yes,  deliberately  and  consciously,  Mr. 
Morris.   I  suggest  to  you  that  these  pages  in  no  way  constitute 
a  sound  financial  plan;  in  fact,  they  are  a  description  of  supreme 
speculation.  And  I  remind  you  that  some  additional  subsidiary 
evidence  of  the  nature  of  this  July  1,  '71,  letter  can  be  seen, 
if  you  will  recall  Mr.  Zuckennan ' s  brief  but  quite  appropriate 
description,  that  "well  over  90%  of  the  development  costs  was  to 
come  from  financing." 

Now,  well  over  90  percent  could  very  well  mean  100 
percent  or,  indeed,  it  could  mean  125  or  150  percent.  So,  you 
have  a  very  sparse  record  from  the  Authority  as  to  just  what  the 
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financing  proposal  here  is.   But,  I  remind  you  of  Mr.  Zuckerman's 
testimony,  particularly  to  be  read  in  the  light  of  the  material 
appearing  at  26  through  28,  inclusive.   The  representations  con- 
tained on  pages  27  and  28  are  two  events  that  supported  the 
Authority's  suggestions  by  the  attached  letters  of  Connecticut 
General  Realty  Advisory  Company,  dated  June  16,  1971;  Eastman 
Dillon  Union  Securities  Company,  June  25,  '71;  White  Weld  and 
Company,  June  21,  '71;  and  the  Chase  Manhattan  Bank,  July  20,  '71. 

I  would  suggest  to  you  that  any  fair  reading  of  these 
letters  does  not  support  the  conclusions  that  are  stated  on  pages 
27  and  28;  they  are  polite,  'cautious  promotion  letters.  They  can- 
not be  said  in  any  way  to  constitute  a  financial  commitment  which 
would  have  to  be  requisite  to  a  sound  financial  plan. 

Please  note  that  on  page  28  there  appears,  in  the 
section  headed  CONCLUSIONS,  a  very  significant  admission;  that 
this  sketch  E,  financial  scheme,  was  put  together  in  90  days  and 
without  precise  cost  estimates,  tenant  commitments,  and  like 
evidence.   It  is  expressly  based  on  the  condition  "that  overall 
costs  can  be  kept  under  control."  That  appears  at  page  28  of 
the  letter  from  Mr.  Zuckerman  to  Director  Kenney,  dated  July  1, 
1971.   They  have  been  resubmitted,  however,  in  this  hearing 
despite  the  fact  that  18  months  has  now  passed  since  that  letter 
was  written,  apparently  without  any  further  accomplishment,  so  as 
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to  make  this  financial  plan  more  definite. 

MR.  MORRIS:  Mr.  Mahoney,  at  this  point,  only  to  save 
time,  isn't  it  true  that  Mr.  Zuckerman  appeared  here  and,  to  some 
extent,  offered  a  letter  over  his  signature  and  reiterated  his 
position  financially  with  regard  to  the  proposal? 

MR.  MAHONEY:  No,  sir;  no,  sir.   I  don't  think  that 
is  true.   It  is  true  he  appeared  here.   It's  the  characterization 
that  I  think  is  not  accurate.  Mr.  Zuckerman  did,  indeed,  appear 
here. 

MR.  MORRIS:   Isn't  it  true  he  offiered  a  letter  in 
evidence? 

MR.  MAHONEY:  Yes,  sir.   But  the  letter  in  no  way 
relates  to  the  materials  which  are  the  key  and  basic  materials 
submitted  by  the  Authority. 

MR.  MORRIS:   Regarding  his  present  financial  intention? 

MR.  MAHONEY:  Yes,  sir.  All  the  letter  that  you  are 
referring  to,  I  believe,  Mr.  Morris,  and  perhaps  we  ought  to  stop 
for  a  moment  and  look  at  the  exhibit  to  be  sure  I  am  talking 
about  the  same  one,  is  the  September  12th  letter  of  Mr.  Zuckerman 
to  Director  Kenney,  dated  September  12,  1972,  which  is  the  letter 
with  reference  to  parcel  D.   Parcel  D.   I  believe  that's  the 
letter  that  you  are  referring  to.   That  is  the  only  additional 
letter;  and  that  letter,  again,  in  no  way  relates  to  the  materials 
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that  appear  on  pages  26,  27,  and  28  of  the  supporting  documenta- 
tion.  I'll  be  glad  to  take  another  look  at  that  letter,  if  you 
have  some  specific  exhibit  in  mind. 

MR.  MORRIS:  No.   I'm  just  asking  for  clarification 
because  later  you'll  be  asked  to  frame  a  question  about  what  you 
call  the  present  financial  plan  and  with  the  intentions. 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:   I  didn't  want  any  confusion,  because  I 
know  there  was  a  letter  read  into  the  record  by  Mr.  Kenney  and 
it  led  later  to  Mr.  Zuckerman's  appearance  here  in  front  of  you 
while  you  were  present,  and  'I  wanted  to,  when  you  mention  that 
nothing  has  been  updated,  that  these  figures  were  rather  antiquated, 
I  wanted  to  know  whether  you  were  attacking  the  fact  that  the 
gentleman  was  present  and  seemed  to  give  an  impression  that,  as 
of  now,  he  was  still  in  financial  control  and  was  willing  to  back 
up  the  figures  in  his  previous  statements  or  letters. 

MR.  MAHONEY:   Okay. 

MR.  MORRIS;   I  just  wanted  that  for  the  record. 

MR.  MAHONEY:   All  right.   Mr.  Morris,  I  thought  you 
had  reference  to  the  September  12th  letter.   I  now  recall  the 
letter  you  are  referring  to,  the  one  originally  submitted. 

MR.  MORRIS:   You  are  making  your  present  statement, 
taking  that  into  consideration. 
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MR.  MAHONEY:   Taking  that  letter  into  account r  yes, 
Mr.  Morris,  I  am.   And  I  specifically  call  your  attention  to  all 
of  the  materials  in  26,  7,  and  8,  but  especially  to  the  conclus- 
ionary  statement  that  appears  at  page  28  under  date  of  July  1, 
1971,  which  letter  has  been  resubmitted  by  the  Authority  in  this 
hearing  as  of  November  28,  '72,  and  that  conclusion  contains  the 
warnings  and  caveats  that  this  is,  in  essence,  a  preliminary  plan 
hastily  put  together,  expressly  dependent  upon  the  condition  that 
overall  costs  can  be  kept  under  control  and  other  like  conditions, 
and  nowhere  —  nowhere  —  do  I  find  in  any  of  the  documentation 
submitted  by  the  Authority  is  there  any  modification  whatsoever 
to  those  warning  conditions  and  representations  which  are  now 
ripened  by  18  months.   So  that,  in  effect,  we  have  the  same  qual- 
ity and  level  of  report  that  we  had  18  months  ago. 

That  material,  as  I  understand  it,  and  we'll  come  back 
Mr.  Morris,  in  line  with  your  request  the  other  day,  that  I 
believe  it  would  be  helpful  to  everyone  if  all  of  these  materials 
that  were  submitted  by  the  Authority,  both  at  the  prior  hearing 
and  this  one,  were  given, identifying  the  exhibit  numbers  just  for 
easy  reference,  and  we  are  going  to  do  that,  Mr.  Morris,  today. 

MR.  MORRIS:  We  are  ready  to  do  it  whenever  you  are 
ready. 

MR.  MAHONEY:   We  are  going  to  do  that  today.   There 
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are  now  additional  letters  of  commitment  which  were  submitted  to 
the  Department  at  the  time  of  the  resubmission  on  November  28, 
1972,  and  they  are  the  White  Weld  &  Company  letter  of  June  26, 
•72;  Eastman  Dillon  letter  of  June  28,  '72;  The  First  National 
Bank  of  Boston  letter  of  June  29,  '72;  the  State  Street  Bank  and 
Trust  letter  of  June  29,  '72;  the  Morgan  Guarantee  Trust  Company 
letter  of  June  14,  '72;  the  Western  International  Hotel  letter  of 
November  17,  '72;  and  the  Wells  Fargo  letter  of  November  20,  1972, 
all  of  which  have  been  submitted  by  the  Authority  and  are  said  to 
be  evidence  of  the  nature  of  the  present  financial  commitments  to 
Park  Plaza.  We  urge  that  you  read  each  of  these  letters  carefully 
and  you  will  note  that,  once  again,  in  eveiry  instance,  they  con- 
tain mere  expressions  of  interest;  they  are  not  in  any  way  com- 
mitments.  Some,  indeed,  are  so  tentative,  so  guarded,  and  so 
conditional  that  one  wonders  why  the  Authority  bothered  to  sub- 
mit them  at  all  to  aid  the  Department  in  trying  to  determine 
whether  there  was  a  financially  sound  plan.   Each  of  these  let- 
ters is  conditioned  upon  the  plan  being  approved,  and  detailed 
information  concerning  construction  plans,  cost  estimates,  tenant 
commitments,  revenue  projections,  and  the  like,  are  required. 
All  are  subject  to  the  resolution  of  all  of  the  serious  legal 
questions  which  surround  this  ill-conceived  urban  renewal  plan. 
I  would  like,  also,  to  point  out  to  you  that  Mr. 
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Zuckerman  and  Mr.  Kenney  have  urged  upon  you  the  view  that  these 
letters  are  the  best  one  could  produce  at  this  time;  that  they 
are  commonly  used  in  the  development  field.   I  think  the  first 
statement  is  undoubtedly  true;  I  think  they  are  the  best  that  the 
Authority  is  able  to  produce  at  this  time,  but,  by  their  very 
nature,  that  statement  is  an  admission  that  the  Authority  has  no 
financial  plan... It  has  an  idea... and  it  has  no  basis  on  which 
one  could  find  that  there  is  a  sound  financial  plan  relying  upon 
actual  financial  commitments. 

The  reason  they  are  the  best  that  could  be  produced 
is  this:   That  this  is  a  high  risk,  speculative  venture;  that  it 
is  unsupported  by  the  kind  of  equity  funding  that  a  sound  finan- 
cial plan  would  require.   In  short,  they  hope  to  borrow  most,  if 
not  all,  of  the  money  necessary  and  probably  to  derive  much  of 
their  so-called  equity  from  a  writeup  in  the  value  of  the  public 
lands  which  they  can  obtain  under  this  Letter  of  Intent  from  the 
public  under  what  I  consider  virtually  a  license  to  steal  the 
formula  contrived  and  set  forth  in  the  Letter  of  Intent. 

That  formula,  as  you  know,  provides  expressly  that 
those  lands  are  not  to  be  sold  at  the  fair  market  value  of  the 
property  but,  rather,  under  a  specialized  formula  in  which  the 
value  of  the  property  is  not  to  be  taken  into  account  in  rela- 
tionship to  other  adjacent  or  assembled  parcels. 
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It  is  obvious,  as  any  qualified  appraiser  would  tell 
you,  that  if  he  is  obliged  to  appraise  a  piece  of  land  as  a  small 
piece,  notwithstanding  its  relationship  to  its  abutters  as  a 
whole,  he  is  likely  to  arrive  at  a  far  lower  value;  you  could  take 
the  blinders  off  him  and  have  him  decide  whether  one  were  to 
assemble  the  entire  parcel  and,  therefore,  what  would  be  the  fair 
value  to  be  paid  in  the  light  of  the  assembly  in  relationship  to 
the  whole,  the  value  would  be  appreciably  more. 

While  the  use  of  such  letters  may  be  commonplace  in 
the  wheeler-dealer  world  of  private  development  and  real  estate 
speculation,  it  would  not  be  wholly  unreasonable  —  it  would  be, 
rather,  wholly  unreasonable,  and  I  suggest  caprecious,  for  this 
Department  to  accept  them  as  a  basis  for  finding  that  the  plan  is 
financially  sound.   We  are  not  in  the  private  sector;  we  are 
dealing  here  not  with  the  developer  ethics  —  ethic  —  but,  we 
are  dealing  here  v/ith  the  expenditure  of  public  funds  and  grant- 
ing of  public  approvals  incident  to  the  exercise  of  the  power  of 
eminent  domain.   And  I  respectfully  suggest  that  to  rely  upon 
what  the  Authority  itself  admits  quite  expressly  are  preliminary, 
are  the  best  that  they  can  offer  at  this  time,  even  after  they 
have  teen  at  it  for  some  18  months,  is  to  attempt  to  ask  this 
Department  to  accept  the  world  of  the  real  estate  dealer  and 
the  ethic  used  there  and  the  commonplace  practices  in  that  market 
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as  acceptable  grounds  for  finding  that  a  financial  plan  is  sound. 
And  I  think  the  two  are  clearly  quite  distinct  and  separate.   And 
it's  important  that  the  Department  in  its  analysis  of  this  bear 
these  facts  in  mind. 

Before  turning  our  attention  to  the  letter  of  intent, 
I  would  like  to  again  direct  your  attention  to  the  total  lack  of 
information  supplied  by  the  Authority  concerning  the  office  tower. 
You  will  note  that  on  page  28  of  the  supporting  documentation  that 
they  admit  there  has  been  a  decision  to  delay  the  office  tower. 
In  the  priorhearing,  which  has  been  incorporated  in  this  record, 
you  have  received  evidence  of  the  glut  of  office  space  reaching  for 
three  to  five  years,  into  the  early  'VOs,  spelled  out:   Look  for 
real  estate  and  related  activities  in  Greater  Boston  in  the  '70s, 
which  was  prepared  by  John  T.  Fallon,  president  of  R.  M.  Bradley. 

That  report  makes  clear  that  we  have  a  five  to  six- 
year  supply  of  office  space  currently  under  construction,  and 
that,  in  addition,  there  are  plans  for  six  million  square  feet 
more,  including  60  State  Street,  the  National  Shawmut  Bank,  and 
others,  bringing  the  supply  to  a  12-year  projected  need. 

Even  Mr.  Gladstone,  the  economic  counsel  hired  by 
Boston  Urban  Associates,  testified  before  the  Boston  City  Council 
on  September  28,  1971,  that  it  would  be  highly  risky  for  anyone 
to  go  forward  with  the  construction  of  an  office  building  unless 
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they  had  a  complete  prime  tenant. 

Let  us  now  turn  our  attention  to  the  new  Letter  of 
Intent  between  the  Redevelopment  Authority  and  Boston  Urban 
Associates,  which  is  dated  November  28,  1972.   I  urge  you  to  com- 
pare carefully  the  present  Letter  of  Intent  with  the  prior  Letter 
of  Intent,  which  was  executed  on  December  17,  '71,  with  final 
changes  initiated  on  December  20,  1971.  Yoiwill  note  that  the 
Authority  and  the  redeveloper  have  already  changed  one  provision 
of  that  letter,  which  relieves  the  developer  of  his  prior  obliga- 
tion to  pay  $75,000  to  the  Authority  prior  to  the  end  of  1972. 

MR.  MORRIS s   Where  is  this  change? 

MR.  MAHONEY:   At  pages  16  and  17  of  the  new  Letter  of 
Intent,  Mr.  Morris. 

MR.  MORRIS:   16  and  17  of  the  new  Letter  of  Intent. 

MR.  MAHONEY:   Of  the  new  Letter  of  Intent. 

MR.  MORRIS:   That  is  a  change  from  what  in  the  old  one? 

MR.  MAHONEY;   Page  11  and  12,  Mr.  Morris,  in  the  old 
Letter. 

MR.  MORRIS:  Thank  you  very  much. 

MR.  MAHONEY:  You're  welcome.  We  were  referring  to 
the  change  by  mutual  agreement  of  the  parties  that  resulted  in 
the  $75,000  deletion.   I  mention  this  to  illustrate  that  this 
Letter  of  Intent,  the  new  Letter  of  Intent,  is  no  more  than  a 
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mere  statement  of  intent.  It  can  be  changed  by  mutual  agreement 
of  the  parties  and  is  so  conditioned  upon  the  acts  of  others  and 
upon  uncertainties  that  it  cannot  constitute  a  basis  for  finding 
that  the  plan  is  financially  sound. 

The  new  Letter  of  Intent  contains  the  development 
schedule  which  is  so  elongated,  so  conditional,  and  so  uncertain 
that,  even  if  this  development  scheme  were  undertaken,  it  could 
take  between  13  and  25  years  to  carry  it  out.   This  is  significant 
because  the  financial  effects  of  the  plan  upon  the  city  evidence 
that  any  such  prolonged  development  plan  relating  only  to  parcels 
A,  B,  and  C  will  inevitably  "result  in  a  loss  of  tax  revenue  dur- 
ing that  period. 

In  the  new  Letter  of  Intent,  at  page  two,  you  will 
note  further  evidence  that  Urban  intends  only  to  submit  a  pro- 
posal for  the  development  of  parcel  4,  sometimes  called  parcel  D. 
You  will  note,  on  page  six,  a  new  stage  has  been  added,  entitled 
Building  Study  and  Schematic  Design.   This  appears  under  part 
two,  entitled  First  Phase  Activities. 

Note  that  the  letter  again  emphasizes  that  the  terms 
contained  represent  the  present  intentions  of  the  parties.   I 
think  the  relevance  of  this  statement  i  s  especially  important, 
important  in  terms  of  the  ecological  issues  you  heard  so  much 
about  during  the  course  of  this  hearing.  And  here,  the  Authority 
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and  the  developer  are  telling  you  plainly  that,  such  as  it  is, 
this  letter  "represents  the  parties*  present  1  i)l:ontions. "  And 
the  fair  meaning  of  that,  the  fair  notice  that  you  put  on  it,  is 
that  they  may  change  it  at  will  and  that  no  onn  may  be  held  to 
a  performance  standard  in  terms  of  the  significance  of  this  Let- 
ter of  Intent. 

In  the  first  paragraph  on  that  pagf.,  the  Authority 
reveals  its  acknowledgement  of  the  need,  after  approval  of  the 
plan,  to  have  a  study  done  of  the  economic  factors  with  respect 
to  the  plan. 

In  part  three  of  the  Letter  of  Intent,  under  Economic 
Feasibility,  there  is  contained  further  evidence  of  the  fact  that 
there  remains  need  for  an  economic  feasibility  istudy  of  the  plan. 
This  section  expressly  provides  that  land  acqulaition  may  take 
place  without  commitment  for  construction  fint^ncing  and  permanent 
financing. 

Under  Section  4,  entitled  Land  Diaposition  Agreement, 
is  contained  a  provision  that  "the  specifics  of  the  developer's 
financing  of  the  development  with  respect  to  parcel  three, also 
called  parcel  C,  shall  be  subject  to  the  prior  approval  of  the 
state,  v;hich  approval  shall  not  be  unreasonably  withheld."  That 
statement  is,  I  think,  an  interesting  one.   Ilow  it  comes  to  pass 
that  the  Authority  and  the  developer  feel  that  they  can  contract 
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and  place  a  standard  for  the  approval  or  disapproval  of  this 
Department  is  a, matter  of  some  considerable  interest.   I  might 
also  point  out  to  you  that... 

MR.  MORRIS :   What  page  are  you  referring  to? 

MR.  MAHONEY:   Page  18. 

MR.  MORRIS:   You  mean  the  state's  being  given  an 
additional  responsibility  after  it  makes  its  findings? 

MR.  MAHONEY:   Exactly.   Exactly.   And  this  device, 
this  executory  device,  is  one  of  the  prime  ruses  resorted  to  by 
the  Authority  to  apparently  try  and  persuade  His  Excellency,  the 
Governor,  and  others,  that  this  plan  has  been  improved  or  changed. 
And  one  of  the  ways  they  do  this  is  to  say.  We'll  talk  about  that 
later;  we'll  present  something  to  you  later. 

And  now  they  have  gone  so  far,  on  page  18,  as  to  even 
agree  as  to  the  standard  that  you  are  not  to  withhold  your  dis- 
approval unreasonably.   Now,  I  said  this  morning,  and  I  wish  to 
reiterate  again,  because  I  think  this  is  absolutely  vital  and 
fundamental  to  a  legal  person  with  reference  to  this  plan,  that 
this  provision  —  we  have  had  some  others  earlier  today  —  is  not 
only  evidence  of  the  absence  of  a  plan,  and  by  that  I  mean  an 
urban  renewal  plan  as  defined  in  Section  1  of  Chapter  121B,  and 
is  evidence  of  the  absence  of  a  sound  financial  plan  of  devel- 
oper financing  and  of  the  lack  of  financial  planning  of  the 
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Authority,  but  also  it  rests  upon  a  fallacious  legal  notion  that 
an  urban  renewal  plan  can  be  lawfully  approved  by  this  Department 
even  if  portions  of  that  plan  do  not  meet  at  the  time  of  approval 
the  requisite  legal  tests  embodied  in  Section  48  of  Chapter  121B. 
And  this  relates,  in  this  issue,  to  finances.   We  see  it  in 
others  with  reference  to  ecological  issues,  and  one  sees  it  also 
later  with  reference  to  relocation  issues. 

This  section,  and  part  five,  entitled.  The  Bond  Issue, 
also  delineates  the  general  plan  and  intent  of  the  Authority  and 
the  developer  to  provide  for  transfer  of  the  land  by  purchase  or 
by  lease.   Although  the  tenrts  of  the  plan  expressly  limit  lease 
terms  by  virtue  of  an  amendment  by  the  City  Council  to  two  years, 
the  Letter  of  intent  dated  November  28,  1972,  makes  express  pro- 
vision tied  to  the  life  of  the  bonds,  that  is  to  say  that  the 
lease  terms  are  to  be  tied  to  the  life  of  the  bonds.  That  is  in 
express  contradiction  to  the  provision  of  the  plan  which  limits 
them  to  a  2-year  period. 

In  Section  4.2  under  the  heading  Financing  of  Acqui- 
sition and  Other  Costs,  at  page  19,  the  tentative  nature  of  the 
financial  plan  is  further  evidenced  by  the  statement,  "Urban  has 
advised  the  Authority  that  it  is  considering  the  feasibility  of 
effecting  financing  of  land  acquisition  costs,  relocation  costs, 
and  demolition  costs... 
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MR.  MORRIS;   Mr.  Mahoney. 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:   In  the  spirit  in  which  we  have  proceeded 
so  far,  for  the  benefit  of  counsel  and  myself,  and  for  the  record, 
you  mentioned  lease  periods,  for  instance,  quote/unquote,  of  a 
2-year  period,  and  then  a  longer  lease  period  tied  into  bonds. 
I  would  like  just  a  little  clarification  with  your  citations  on 
that  particular  point,  at  this  point  in  the  proceedings.   It  will 
make  it  easier  to  review,  to  know  where  you  are  going  along  that 
line,  later.   If  you  please.   Take  your  time. 

MR.  MAHONEY:   Okay;  just  one  moment,  please.   It 
begins  on  page  30,  Mr.  Morris,  of  the  New  Letter  of  Intent,  under 
part  five,  Roman  numeral  five,  under  the  heading  Bond  Issue,  5.1; 
under  the  heading  5.1,  on  page  30. 

MR.  MORRIS:   Off  the  record. 

(Discussion  off  the  record.) 

MR.  MAHONEY:   Mr.  Morris,  in  trying  to  clarify  this 
point,  I  will  provide  for  you  in  a  moment  the  citation  with  ref- 
erence to  the  lease  limitation,  and  that  citation  appears  in  the 
Cooperation  Agreement  between  the  City  of  Boston  and  the  Boston 
Redevelopment  Authority,  executed  January  6,  1971,  clause  ten, 
"The  Authority  shall  not  lease  any  property  in  the  project  area 
for  a  term  longer  than  two  years." 
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Now,  if  you  will  examine,  in  the  new  Letter  of  Intent, 
which  is  the  subject  we  were  discussing  under  number  five,  Roman 
numeral  five,  dealing  with  bonding,  you  will  find,  notwithstanding 
that  agreement  in  the  Cooperation  Agreement,  that  the  Authority 
and  the  developer  have  said  that  one  of  the  ways  that  they  are 
going  to  provide  for  the  financing  of  acquisition,  demolition, 
relocation  payments  and  the  like  is  to  issue  bonds  and  the  bonds 
will  be  tied  to  the  life  of  the  lease;  and  bonds,  however,  are 
obviously,  for  anyone  who  knows  anything  about  municipal  bonds, 
are  obviously  long-term  arrangements. 

One  may  do  short-term  financing  for  a  note,  for  a  year 
or  nine  months  or  six  months  or  the  like,  but  bonds  are  not  mat- 
ters that  are  issued  for  a  one  or  two-year  period.   There  would 
be  no  economic  sense  to  such  an  arrangement.   I  mention  all  of 
this  because  that,  indeed,  is  the  very  point  you  are  being  asked 
to  judge — is  this  a  financially  sound  plan.   And  I'm  pointing  out, 
in  effect,  the  Authority,  notwithstanding  its  agreement  with  the 
city,  probably  in  reliance  upon  the  fact  they  can  just  change 
letters  and  waive  that  as  well,  has  decided  they  will  enter  into 
leases  of  a  long-term  nature. 

One  of  the  other  obstacles  that  arises  from  that  and 
that  the  City  Council  was  justifiably  concerned  about  is  that, 
under  our  laws,  the  property  held  by  the  Authority  and  leased  to 
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a  developer  would  not  be  subject  to  taxation,  and  the  obvious 
abuse  that  could  arise  from  that  circumstance  was  apparent  even 
to  those  in  the  Council  who  were  willing  to  vote  for  most  anything 
in  the  plan  and,  therefore,  they  supported  the  amendment  of  put- 
ting a  2-year  limitation  on  any  lease  by  the  Authority  and  the 
developer. 

Finally,  for  the  record,  just  to  make  it  absolutely 
clear,  the  leases  then  that  I'm  referring  to  are  between  the 
Authority  as  owner  after  acquisition  of  this  land  and  the  devel- 
oper.  Now,  the  developer  purportedly  is  Boston  Urban  Associates, 
but  we  have  learned  in  the  fine  print  that  it's  not  going  to  be 
Boston  Urban  Associates  after  all;  it's  going  to  be  some  joint 
venturer  unnamed,  one  the  Park  Plaza  Associates,  presumably,  and 
some  others  about  which  we  have  no  information  at  all.   So,  it 
is  apparent  then  that  part  of  the  fundamental  scheme  for  financ- 
ing land  acquisition  and  relocation  payments  and  the  like  is 
resting  upon  long-term  bond  issues,  and  the  leases  are  to  be  tied 
to  those  bond  issues,  they  say,  at  one  point?  on  the  other  hand, 
we  have  an  express  prohibition  against  such  arrangement. 

MR.  MORRIS:   You  claim  for  the  record  there  is  a 
conflict  between  what  the  City  Council  voted... 

MR.  M^HONEY:   Yes. 

MR.  MORRIS:   ...and  limited  them  to  in  terms  of 
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leases  and  what  they  propose  in  a  new  Letter  of  Intent,  which  is 
now  before  this  Department... 

MR.  MAHONEY:   Precisely.  Yes,  Mr.  Morris,  that's 


correct. 


it. 


conflict. 


record. 


MR.  MORRIS :   ...  in  the  documentation  as  you  provided 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:  And  legally,  you  claim  that  there  is  a 

MR.  MAHONEY:  Yes,  sir;  undoubtedly. 

MR.  MORRIS:  Any  Other  citations? 

MR.  MAHONEY:  Not  on  that  point,  sir. 

MR.  MORRIS:   Other  than  the  documents  themselves? 

MR.  MAHONEY:   NO,  sir. 

MR.  MORRIS:  We  will  take  notice  of  the  City  Council 


MR.  MAHONEY:   That  is  all  I  was  going  to  suggest. 

MR.  MORRIS:  You  haven't  done  that  or  given  us  the 
page,  to  save  time.  There  is  some  interest.  We  would  like  that. 

MR.  MAHONEY:   I  will  try  to  do  that  for  your  conven- 
ience tomorrow.   I  will  be  happy  to  do  that.   I'll  do  that. 

MR.  MORRIS:   Well,  do  you  want  to  comment  on  where 
the  conflict  is  and  how  important  it  would  be  to  a  financing  plan 
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Of  this  type,  where,  in  order  to  approve  it,  the  City  Council  went 
ahead  at  that  point,  but  then,  later,  the  proponents  of  the  plan 
had  to  arrive  at  a  method  of  financing,  which  they  admit  to, 
where,  in  large  part,  would  your  theory  of  the  conflict  be, 
because,  they  are  getting  40-year  bonds,  theoretically  —  I  don't 
know  how  many  years  they  would  be  —  but,  obviously,  it  would  be 
for  more  than  two  years. 

MR.  MAHONEY:   This,  you  recall,  Mr.  Morris,  earlier, 
I  made  my  second  category  of  requests  for  information,  and  one  of 
them,  if  you  remember,  I  referred  to  acquisition  and  demolition 
cost  estimates  and  their  basis  and  their  projections.  One  of  the 
things  that  would  be  involved  in  that  same  material  would  be  the 
projection  of  the  life  of  the  financing  of  these  bonds,  because, 
once  again,  they  haven't  told  you  about  the  life  of  the  bonds. 
I  think  those  of  us  who  have  some  familiarity  with  municipal 
bonds  know  that  they  are  not  going  to  be  for  a  2-year  period. 
That's  simply  an  absurdity?  and  so,  on  its  face,  it  is  apparent 
that  there  is  a  conflict  between  the  life  of  a  bond  issue  and 
the  leasehold  arrangement  that's  provided  for. 

MR.  MORRIS:  Mr.  Mahoney,  at  this  point,  because  you 

the 
are  getting  involved  in  technicalities  with/financial  plan,  ord- 
ers of  the  City  Council,  which  you  claim  are  new  conditions  in 
the  Letter  of  Intent  which  do  not  coincide  with  those  former 
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votes  of  public  agencies,  and  since  you  made  a  request  for  sev- 
eral things  to  be  furnished,  which  you  claim  were  either  not  a 
part  of  the  record  at  this  point  or  which  should  be  made  a  part 
of  the  record  at  this  point,  I  think  it  is  properly  wise  for  me 
to  now  advise  you  of  our  opinion  relative  to  the  six  points  that 
you  brought  out,  on  which  you  would  like  either  additional  informa- 
tion from  the  Redevelopment  Authority  or  from  the  principals 
involved. 

MR.  MAHONEY:   Excuse  me.   Only  from  the  Redevelopment 
Authority. 

MR.  MORRIS:   We -will  limit  that,  because  some  of  the 
questions,  obviously,  which  you  asked  particularly,  are  the 
responsibility  of  whoever  the  shoe  fits.   If  the  Authority  says 
it's  the  developer's  job  to  give  them  the  actual  building  cost 
projection,  because  they  are  the  developer,  then  it  will  apply  to 
them.   If  some  facts  of  the  Authority's  demolition  costs  or  what- 
ever they  are  going  to  do,  it  would  apply  to  them;  in  other 
words,  you  listed  several  things.   I  will  repeat  them.  You  can 
reword  them  in  your  own  words,  but  I  am  briefly  going  to  outline 
that  you  asked  for  actual  construction  costs. 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:   You  asked  for  financing  costs... 

MR.  MAHONEY:   Yes,  sir. 
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MR.  MORRIS:   ...as  it  applies  to  the  entire  scheme; 
you  asked  for  land  acquisition  costs;  you  asked  for  demolition 
costs  as  it  applies  to  the  entire  proposal  in  front  of  the  Depart- 
ment; and,  you  asked  for  the  relocation  costs. 

MR.  MAHONEY:   Yes,  sir. 

MR,  MORRIS:   In  addition  to  that,  you  asked  for  income 
and  expenses  for  A,  B,  and  C. 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS;  Now,  am  I  correct  so  far? 

MR.  MAHONEY:   Yes,  sir.   Excuse  me.   Only  just  one 
additional  thing,  Mr.  Morris.. 

MR.  MORRIS:   In  addition  to  these? 

MR.  MAHONEY:  NO,  just  in  clarification  of  the  last 
point;  that  I  asked  for  that  on  a  phased  basis  over  the  term  of 
their  development  schedule  attached  to  the  letter  of  intent. 

MR.  MORRIS:   That's  obvious. 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:   You  implied  you  wanted  it  whether  it 
was  12  or  15  years,  in  terms  of  the  buildings  they  are  going  to 
build,  and  so  forth. 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:  Now,  we  are  going  to  ask  you  to  specifi- 
cally phrase  these  questions,  put  them  in  writing  and  present  them 
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to  the  panel  so  that  I  may  include  them  in  the  record  specifically, 
rather  than  these  general  terms;  and  we  are  going  to  ask  that,  if 
they  are  available,  the  Authority  or  such  persons  who  may  have 
this  information  provide  the  same  to  this  hearing,  either  orally 
or  in  writing,  to  such  extent  as  they  may  be  furnished,  the 
answers  to  these  questions.  This  will  be  done  by  you  formally  in 
the  form  of  presenting  the  questions  formally  for  the  record. 

MR.  MAHONEY:  Very  well. 

MR.  MORRIS:  We  will  expect  that  within  a  reasonable 
period  of  time  these  questions  will  be  noted  by  the  Authority  or 
the  proponents  to  the  plan.  Whether  they  be  citisens  or  develop- 
ers or  the  Redevelopment  Authority,  and  notice  given  to  the 
Hearing  Officer  that  these  answers  either  are  available,  may  be 
made  available,  or  are  not  available,  so  the  record  will  so  speak, 
before  the  Commissioner  is  asked  to  adjourn  the  hearing,  or  before 
the  Hearing  Officer  adjourns  the  hearing. 

At  this  point,  on  the  basis  that  I  feel  that  the 
questions  have  reasonably  been  discussed,  we  will  ask  the  counsel 
or  anyone  for  the  proponents  of  the  plan  if  they  wish  at  this 
point  to  go  on  the  record  and  make  any  statement  relative  to  this 
request,  at  this  point  in  the  proceedings.   We  will  recognize 
this  gentleman.   What  is  your  name? 

PAUL  McCANN  (B.R.A.) :   Paul  McCann,  Boston  Redevelopment 


97 


Authority;  I  am  assistant  to  Robert  T.  Kenney,  Director.   I 
believe  the  answer  is  simply  that  the  B.R.A.  has  said  from  the 
beginning  that  we  would  answer  any  questions  the  D.C.A.  felt  had 
to  be  answered.   If  we  have  the  answers,  the  answers  are  avail- 
able, we  will  get  them  back  in  due  time  before  the  hearing  con- 
cludes. 

MR.  MORRIS:  Thank  you  very  much,  and  we  hope  that 
your  cooperation  will  allow  such  material  that  you  may  have  on 
this  plan  to  be  provided  for  public  scrutiny  and  for  the  public 
record.  Are  there  any  further  questions  about  this  plan?  Miss 
Burns. 

MISS  BURNS:   The  last  word  Mr.  McCann  used  was 
•approves. '  The  last  word  Mr.  McCann  used  was  'approves; '  is 
that  correct? 

MR.  MORRES:  Well,  he  was  referring  only  to  the 
questions. 

MISS  BURNS:   It  makes  a  big  difference. 

MR.  MORRIS:   We  decided  only  reasonable  questions 
would  be  considered  in  terms  of  asking  the  parties  involved  to 
answer  during  a  hearing  of  this  type,  and  we  have  considered 
these  to  be  reasonable  questions;  however,  we  have  left  it  to  the 
parties  as  to  whether  or  not  they  will  be  able  to  answer  these 
questions,  desire  to  answer  them,  or  have  the  information  to 
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answer  them  with  during  this  type  of  a  legislative  hearing,  and 
Mr.  McCann  has  given  a  rather  optimistic  answer. 

MISS  BURNS:  Most  optimistic?  and  it  is  disturbing  to 
me  as  a  citizen. 

MR,  MORRIS:   Miss  Burns,  we  will  wait  and  let  the 
record  bear  what  it  will  bear.  At  least  the  questions  have  been 
posed,  the  Chair  has  received  them,  and  we  have  devised  them,  and 
we  would  like  to  have  these  answers,  if  they  are  forthcoming,  from 
the  proponents.  Any  questions?   (No  response.)   Proceed,  Mr. 
Mahoney. 

MR.  MAHONEY:  Okay.   I  had  asked  you,  if  you  would, 
in  your  study  of  this  matter,  to  direct  your  attention  to  Section 
4.2... 

MR.  MORRIS:   Excuse  me  for  cutting  you  off.   Will 
you  try  to,  with  your  assistant  at  one  of  the  breaks,  get  those 
questions  formalized  so  we  can  get  them  on  this  record  so  there 
is  no  misstatement  or  misquoting  of  what  it  is  that  we  actually 
intend.   If  you  need  time  with  counsel,  he's  here,  and  I  would 
prefer  for  you  gentlemen  to  work  that  out,  outside  of  our  pres- 
ent time,  so  we  don't  lose  too  much  time  in  the  proceedings. 
Thank  you  very  much;  and  this  will  be  notice  to  the  Authority 
and  to  the  others  of  what  our  intentions  are  even  before  we  read 
them  into  the  record.   Is  that  reasonable?  Thank  you,  gentlemen. 
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MR,  MAHONEY:  Okay.   I  was  referring,  now,  again,  to 
this  portion  of  the  financial  analysis  in  terras  of  the  letter  of 
intent,  and  I  had  asked  you  to  look  with  particular  care  at  the 
provision  of  4.2,  financing  of  acquisition  and  other  costs,  set 
forth  in  that  letter  of  intent.   And  I  mentioned,  I  believe,  that 
Urban  has  advised  the  Authority  that  it's  considering  the  feasi- 
bility of  effecting  financing  of  land  acquisition  costs,  reloca- 
tion 'costs,  and  demolition  costs,  if  any,  within  the  project  area 
by  the  use  of  bond  issues.  And  they  go  on  to  state  that  theirs 
will  be  limited  to  the  financing  of  residential  and  parking 
facilities  and  their  ancillary  uses,  as  I  have  discussed  before; 
however,  you  will  find  conflicting  statements,  other  than  those 
which  appear  at  page  19,  saying  that  these  bond  issues  are  to  be 
used  generally  for  land  acquisition,  relocation,  and  demolition 
costs  for  other  than  the  residential  and  parking  facilities. 
And  you  will  recall,  I  am  sure,  from  our  discussions  at  the  prior 
hearing,  that  we  maintain  that  any  use  other  than  for  residential 
facilities  or  ancillary  uses  thereto  would  plainly  be  illegal. 

The  opinion  of  counsel  submitted  by  the  Authority 
under  date  of  July  5,  1971,  from  Bingham,  Dana  &  Gould,  acknowl- 
edges this  limitation  now,  that  is  to  say,  that  any  use  other 
than  for  residential  or  ancillary  uses  would  be  illegal. 

Further,  that  opinion  confirms  the  position  which  we 
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maintained  at  the  prior  hearing,  wherein  it  was  contended  that  an 
advanced  ruling  should  be  obtained  from  the  Internal  Revenue  Ser- 
vice relative  to  the  legality  of  the  intended  use  of  the  bonds, 
namely,  for  residential  and  uses  ancillary  to  those. 

To  put  that  in  more  layman-like  language,  what  we  are 
being  told  is  that  even  the  tentative  conclusions  that  the  bonds 
may  be  able  to  be  used  for  the  limited  purpose  of  residential  and 
ancillary  as  opposed  to  general  acquisition,  demolition,  and  other 
costs  and  acquisition  costs,  even  that  opinion  would  be  conditioned 
upon  a  favorable  ruling  from  the  Internal  Revenue  Service.  They 
acknowledge  that  such  a  favorable  advanced  ruling  is  a  condition 
to  their  giving  such  an  opinion,  and  that  is  plain  notice  that 
there  is  doubt,  and  substantial  doubt,  as  even  to  that  limited  use. 

Now,  again,  it  seems  to  me  that  we  are  some  eighteen 
months  since  the  approval  of  this  plan  originally,  and  again,  I 
find  nowhere  in  the  November  28th  submission  a  copy  of  any  such 
Internal  Revenue  Service  ruling.  The  Department  took  note  of  the 
absence  of  such  a  ruling  the  last  time.  Again  I  see  no  evidence 
of  such  a  ruling  here.  With  reference  to  the  conflicting  provis- 
ions contained  in  the  plan  and  the  letter  of  intent  and  in  the 
cooperation  agreement  concerning  the  terms  of  the  lease,  may  I 
specifically  further  call  your  attention  to  page  26,  subsection 
D,  wherein  it's  agreed  that  the  terms  of  the  lease  shall  expire 
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when  the  bond  issue  matures  and  all  the  unpaid  principal  thereof 
are  due  and  payable. 

That  provision  is,  as  I  pointed  out  earlier,  contrary 
to  Section  10  of  the  Cooperation  Agreement  and  would,  therefore, 
be  an  illegal  contract  which  would  be,  they  tell  you,  one  of  the 
fundamental  ways  for  the  financing  of  this  plan. 

Section  4.4,  dealing  with  carte  acquisition  coopera- 
tion in  eminent  domain  proceedings,  appears  at  page  27  of  the  new 
letter  of  intent.   Further  evidence  appears  that  acquisition  may 
take  place  without  firm  irrevocable  provision  having  been  made 
for  the  payment  of  the  costs  thereof. 

Still  further  evidence  of  the  incompleteness  of  the 
financial  plan  is  the  provision  appearing  at  page  29  under  the 
same  subsection,  wherein  Urban  is  permitted  to  pay  interest;  and 
this  is  "to  pay  interest  at  the  legal  rate  on  any  such  delinquency." 
And  what  is  the  delinquency  that's  referred  to?   It  refers  to  the 
failure  of  Urban  to  have  paid  and  reimbursed  the  Authority  for 
landtaking  costs. 

I'd  like  you  to  take  a  very  careful  reading  of  this 
deeply  buried  sentence.   What  this  makes  quite  clear  is  that  the 
sole  money  for  the  acquisition  of  private  property  is  to  come 
from  Urban,  but  the  Authority  and  the  city  have  made  no  provision 
for  any  other  funds — none  whatsoever.   But  now  we  have  an  agreement 
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whichlBs  been  submitted  to  you  under  the  guise  of  a  sound  finan- 
cial plan,  wherein  the  Authority  and  Urban,  recognizing  that  Urban 
might  not  have  the  money  to  pay  the  Authority  for  the  relocation 
costs,  has  agreed  that.  Well,  fellows,  if  you  are  not  able  to  pay, 
at  least  you'll  pay  the  interest.   So,  as  long  as  Urban  goes  on 
and  pays  the  interest,  and  not  the  money  to  reimburse  the  people 
whose  property  has  been  taken,  all  of  their  rights  under  this 
agreement  would  be  preserved  and  they  would  not  be  in  default. 

Now,  what  are  the  practical  effects  of  any  such  plan? 
This  means  very  direct  that  the  people  whose  property  may  be 
taken  will  find  themselves  in  a  circumstance  where  there  may  not 
be  money  available  to  pay  them,  and  the  Authority  has  already 
decided  that  that's  all  right,  as  long  as  you  pay  us  interest  on 
this  obligation  we  have  no  squawk. 

MR.  MORRIS:   Mr.  Mahoney,  on  page  29,  which  I  presume 
you  are  reading  from,  although  you  read  the  last  sentence  of  the 
next  to  the  last  paragraph,  isn't  it  true  that,  above  that,  it 
states  that  Urban  shall  provide  the  Authority  with  adequate 
securities  to  satisfy  its  obligations  hereunder,  and  that  the 
interest  is  merely  thrown  on  as  a  penalty. 

MR.  MAHONEY:   No;  no. 

MR.  MORRIS:   Is  that  your  opinion,  or  is  your  opinion 
that  the  penalty  is  an  escape  hatch? 
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MR,  MAHONEYi   It's  an  escape  hatch,  precisely. 

MR.  MORRIS:   What  do  you  do  with  the  other  paragraph? 

MR.  MAHONEY:   It ' s  a  modification;  it's  an  alternative 
remedy.   They  can  avoid  being  in  default. 

MR.  MORRIS:  You  call  this  an  alternative. 

MR.  MAHONEY:  They  fail  to  do  that,  but  they  do  pay 
the  interest.  There  is  an  express  provision  that  allows  them  not 
to  be  in  default  by  paying  the  interest.   I'm  not  saying,  Mr. 
Morris,  that  it  relieves  them  of  the  provision  ultimately  to  pay, 
but  what  it  does  do  is  create  a  circumstance  —  and  this  is  the 
evil  that  I  complain  of  —  wherein  they  need  not  pay  at  the  time. 
The  Authority  has  opened  the  door  to  an  arrangement  where,  if 
they're  not  able  to  pay  now,  they  can  simply  pay  interest.   But 
who,  then,  is  to  pay  the  people  whose  land  is  taken?  The 
Authority  has  no  money;  the  city  has  no  money. 

MR.  MORRIS:   I  merely  wanted  to  ask  your  opinion, 
since  there  is  a  provision  for  them. 

MR.  MAHONEY:  Yes,  Mr.  Morris.   I  do  not  say  there 
is  an  attempt  to  relieve  them  of  the  ultimate  obligation  to  pay; 
but,  I  point  out  to  you  that,  if  you  will  recall  under  our  law, 
ihere  is  a  requirement  that  when  property  is  taken  by  an  owner, 
even  for  urban  renewal,  the  owner  is  supposed  to  be  given  a 
bonafide  pro  tanto  offer  representing  the  fair  cash  value  of  his 
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property  at  the  time  taken. 

Now,  we  have  had  a  long  and  unhappy  history  in  this 
Commonwealth  of  violations  of  that  principle,  and  a  few  years  ago 
then-Attorney  General  Brooke  was  responsible  for  efforts  to  revise 
that  practice.   It  used  to  be  people  could  be  offered  a  dollar, 
and  then  they'd  have  to  wait  three,  four,  five  years  for  trial. 
Now,  there's  an  arrangement  here  which,  in  effect,  puts  us  back 
to  that  same  pre-19S2  standard,  that  is  to  say,  that  as  a  practi- 
cal matter,  since  there  are  no  other  funds  by  which  these  monies 
could  be  paid,  we  have  a  circumstance  in  which  we  could  find  a 
situation  in  which  owners  mAy  not  be  paid  for  the  land  taken,  at 
least  at  the  time  of  the  taking.  And  we  also  know  that,  unfortu- 
nately, a  trial  for  land  damage  case  in  Suffolk  County,  under 
present  circumstances,  may  take  anywhere  from  three  to  five  years, 
so  the  seriousness  of  this  provision  is  not  to  be  lightly  over- 
looked . 

MR.  MORRIS:   Mr.  Mahoney,  is  it  not  clear  that  page 
29,  the  paragraph  you  are  reading,  refers  to  such  excessive  dama- 
ges awards,  if  they  come  after  the  case  has  gone  to  court... 

MR.  MAHONEY:   Yes. 

MR.  MORRIS:   ...the  authority  may  have  to  pay  addi- 
tional money?  And  this  clause  about  the  interest  is  applying 
itself  to  that  type  of  situation.  This  is  the  way  I  read  it  and 
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I  want  your  clarification  if  that's  not  correct. 

MR.  MAHONEY:   Yes,  that  is  correct,  Mr.  Morris,  except, 
of  course,  the  provision  that  I  have  not  yet  dealt  with  under  what 
I  call  the  failure  to  protect  the  public  interest  section,  in 
which. . . 

MR.  MORRIS:   This  is  something  you  are  going   into. 

MR.  MAHONEY:   Yes,  sir.   It  deals  with  page  29.   Let 
me  mention  it  right  now,  Mr.  Morris.  What  we  have  here  is,  also, 
a  coupled  arrangement  in  which  the  developer  plays  a  role  as  to 
what  the  disputed  payment  shall  be,  and  that,  I  suggest  again,  is 
one  of  those  things  which  the  Commissioner  in  his  decision  indi- 
cated were  provisions  that  were  contrary  to  the  public  interest, 
and  what  I  see  here  is  that  the  conjoining  of  these  two  things 
creates  a  circumstance  in  which,  by  merely  paying  interest  and 
not  paying  for  land  taken,  or  not  having  the  money  to  pay,  that 
an  individual  may  find  that  he  is  not  able,  in  effect,  to  be 
protected  and  reimbursed,  other  than  by  waiting  the  long  wait 
that  is  required  under  our  court  system,  which,  as  you  well  know, 
can  be  easily  from  three  to  five  years  in  this  County. 

You  will  note,  also,  in  this  illustration  that  the 
letter  of  intent  provides  that  the  Authority  may  not  require  more 
than  30  percent  as  a  security  deposit  in  the  aggregate  of  funds 
needed  to  pay  disputed  eminent  domain  costs.  To  be  sure,  the 
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letter  of  intent  says  that  this  provision  is  not  meant  to  limit 
the  obligation  of  Urban  to  pay  the  total  and  final  award,  but 
having  an  obligation  to  pay  and  the  cash  available  to  pay  are  two 
quite  different  propositions.    This,  again,  is  particularly 
important  in  view  of  the  fact  that,  obviously,  the  project  is 
dependent  upon  a  very  high  mortgage  financing  ratio  to  equity; 
and  indeed,  from  the  materials  that  have  been  submitted,  I  have 
very  substantial  doubt  as  to  what,  if  any,  equity  of  any  signifi- 
cant sort  at  all  is  available  in  this  entire  project,  and  we  will 
come  to  that  in  some  moment  as  we  begin  to  deal  with  the  public 
disclosure  statements  and  some  of  the  other  documents  that  have 
been  submitted  to  you. 

I'd  like  now  to  call  your  attention  to  5.3  of  the 
new  letter  of  intent  which  deals  with  assignments,  wherein  Urban 
is  permitted  to  form  joint  ventures  for  portions  of  the  project, 
A,  B,  and  C.   They  flatly  state  that  such  new  entities  will  be 
the  developers  in  lieu  of  Urban.   End  quote.   The  sole  control- 
ling condition  vested  in  the  Authority  is  that  the  two  individu- 
als, Messrs  Zuckerman  and  Linde,  are  to  be  the  managing  joint 
venturers  of  such  new  joint  venture.   If  they  are,  the  Authority 
must  permit  the  transfer  of  the  development  to  these  unknown 
entities  in  lieu  of  Urban. 

All  financial  or  other  control  then  is  completely 
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lost  over  these  unknown,  unnamed  other  developers.   So  that,  even 
if  we  were  confronted  with  a  situation  where  —  which  we  are  not 
—  Boston  Urban  Associates  presented  a  gold-plated  guarantee  by 
the  provision  that  appears  in  Section  6.1,  merely  assigning  this 
to  another  joint  venture  entity,  and  they  have  clearly  agreed  that 
that  can  be  done,  and  you  v;ill  recall  I  pointed  out  earlier,  in 
the  earlier  section  of  the  letter  of  intent  and  in  the  supporting 
documentation, at  page  28  of  the  supporting  documentation,  in  the 
July  1,  1971,  letter  from  Mr.  Zuckerman  to  Mr.  Kenney,  that  they 
full  well  intend,  at  page  26  and  p>age  28,  that  they  full  well 
intend  to  have  the  series  of  separate  development  entities.   So, 
you  have  here  not  even  the  pretense  of  submitting  evidence  to  you 
of  sound  or  responsible  financial  entities  capable  of  carrying 
out  this  development.  Yes,  sir;  do  you  have  a  question? 

MR.  MORRIS:   Proceed. 

MR.  MAHONEY:   With  reference  to  section  5.3,  at  page 
34  of  the  new  letter  of  intent,  this  blank-check  arrangement 
with  the  sole  limitation  being  that  if  the  two  men  are  designated 
managing  partners  in  the  joint  venture,  that  the  Authority  is 
obligated  to  permit  the  transfer  to  them  in  lieu  of  Urban,  Urban 
would  have  no  further  legal  responsibility  for  whatever  was  to 
occur  there,  I  point  out  to  you  that  there  is,  then,  a  very  great 
potential  for  conflict  of  interest  or  abuse. 
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Since  there  is  no  disclosure  provision  required  here, 
we  have  no  way  of  knowing  who  the  owners  of  these  new  or  persons 
who  had  interest,  financial  or  otherwise,  in  these  entities... 
this  provision  is  not  only  financially  unsound,  but  it  also,  I 
suggest,  raises  very  serious  questions  about  what  is  appropriate 
in  the  public  interest. 

The  redeveloper 's  statement  of  public  disclosure, 
which  you  have  in  this  record  and  will  be  identified  with  an 
exhibit  number,  which  is  dated  June  1,  1972,  which  I  shall  sub- 
sequently discuss,  is  virtually  meaningless,  as  is  the  4-page 
puff  piece  entitled  Boston  Urban  Associates,  which  is  also  in 
this  record  and  is  undated.   This  was  introduced  by  the  Authority 
in  the  hope  that  it  would  lead  you  to  conclude  there  is  a  sound 
financial  plan. 

As  I  have  earlier  discussed  with  reference  to  the  cost 
to  the  city  of  this  project.  Section  6.6,  entitled  Additional 
Payments  to  the  City,  makes  manifest  when  read  in  the  light  of 
Section  6.3,  on  assignment,  that  there  is  virtually  no  likelihood 
whatsoever  that  the  city  will  ever  receive  the  $3,000,000  elus- 
ively  portrayed.   Note  that  this  money  can  only  be  obtained  from 
the  project,  is  subject  to  the  availability  of  funds  therefrom, 
and  that  all  operating  costs,  debt  service,  or  other  payments  to 
outside  investors,  other  than  Urban,  must  have  first  been  made. 
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Then,  I  would  point  out  to  you  that  the  combination 
Of  6.3,  read  with  5.6,  may  very  well  result  in  the  $3,000,000 
promised  reimbursement  never  coming  forth  and,  therefore,  the 
figures  which  Councillor  lannella  gave  you  the  other  day,  as  to 
the  ultimate  cost  to  the  city,  I  think,  if  we  were  doing  an  audi- 
ted statement,  one  would  have  to  put  a  very  large  footnote  saying 
that  that  $3,000,000  on  Mr.  Kenney's  balance  sheet  is  conditioned 
upon  so  many  events,  including  expressly  the  fact  that  Urban  can 
set  up  and  is  told  they're  going  to  set  up  multiple  development 
entities.  Urban  can  then  charge  these  entities  additional  monies 
to  take  out  the  profits  and  "then,  if  there  are  no  profits  left, 
under  the  obligation,  they  never  have  to  pay  back  the  $3,000,000; 
and  they  have  already  agreed  to  do  this  expressly  in  this  docu- 
ment and  permitted  it,  and  again,  there  will  be  no  protection  for 
the  city  getting  back  its  $3,000,000. 

Section  6.7  is  entitled  Deposits  and  Other  Securities. 
It  is  substantially  the  same  as  previously  appeared  in  the  old 
letter  of  intent,  which  has  also  been  introduced  in  evidence. 
It  is  true,  however,  that  with  reference  to  this  section,  that 
additional  deposit  monies  have  been  provided,  but  the  increased 
deposit  money  is  subject  to  so  many  hedges,  so  many  terms,  so 
many  conditions,  that  it  is  tantamount  to  a  public  relations 
gesture  designed  to  guarantee  public  and  executive  support  for 
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this  plan. 

For  example,  the  provision  of  the  deposit  money  being 
increased  to  $2,000,000,  which  appears  on  page  38  of  the  letter  of 
intent,  must  be  understood  in  the  light  of  the  development  sched- 
ule, and  Mr.  Zuckerman's  letter  to  Mr.  Kenney  introduce  into  this 
record,  dated  September  12,  1972,  must  be  noted  that  this  deposit 
money  under  the  terms  of  the  attached  schedule  would  not  be  paid 
for  at  least  seven  years  from  the  commencement  of  the  first  stage 
of  the  project.    It  is  a  pittance  when  measured  in  terms  of  the 
value  of  the  public  lands  that  they  wouH  have  acquired  under  this 
special  cutrate  formula  contained  earlier  in  the  letter  of  intent. 

What  is  equally  significant  is  that  there  is  no 
guarantee  whatsoever  that  Urban  will  have  been  the  developer  of 
parcel  D.   All  they  have  agreed  to  do  by  the  letter  dated  Septem- 
ber 12,  1972,  and  introduced  into  this  record,  is  to  submit  a 
plan  for  the  development  of  parcel  D  within  three  years  of  the 
approval  of  the  urban  renewal  plan  by  the  state.  And  I  underscore 
that  within  three  years  of  the  urban  renewal  plan  by  the  state. 
They  hope  you  will  not  remember  that,  by  vote  of  the  City  Council, 
parcel  D  may  not  even  be  in  the  plan  by  that  date. 

You  will  recall  that  the  plan  was  approved  by  the 
City  Council  on  December  6,  1971;  and,  in  that  plan,  there  was  an 
arrangement  whereby,  if  there  was  no  development  plan  for  D  and  E 
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within  three  years  of  December  6,    1971,  that  D  and  E  would  be 
removed  automatically  from  the  plan.   Then,  all  that  we  need  to 
do  is  to  recognize  that  one  of  those  years  has  already  —  a  third 
of  that  time  span  has  already  —  gone  by.  And  the  letter  of  Sep- 
tember 12,  1972,  is  again  in  direct  conflict  with  the  vote  of  the 
City  Council,  if  measured  in  terms  of  the  period  of  time  of 
intended  development. 

Indeed,  I  would  point  out,  therefore,  that  Urban 's 
so-called  risk  and  its  so-called  increased  deposit  is  one  so 
hedged  that  it  represents  no  real  hardship  indeed.   All  that  Urban 
has  agreed  to  do  is  put  up  an  additional  $500,000,  when  and  if  it 
is  designated  by  the  Authority  as  the  developer  of  parcel  D. 

Turning,  now,  to  Section  5.8  of  the  new  letter  of 
intent,  relative  to  default  provisions,  there  it  is  agreed  that 
the  Authority  must  show  a  lack  of  good  faith  on  the  part  of  Urban 
as  well  as  a  specific  event  of  default.   If  it  is  to  have  a  right 
to  even  retain  these  vastly  increased  deposits,  which  are  supposed 
to  have  persuaded  the  public  into  believing  we  now  have  a  finan- 
cially sound  plan,  the  Authority  has  agreed  to  limit  the  damages 
that  they  might  suffer  to  the  actual  amount  of  the  deposits,  which 
in  no  way  may  represent  the  actual  losses  incurred;  thus,  it  is 
clear  that  these  deposit  monies  may  or  may  not  ever  materialize. 
If  they  do,  they  constitute  no  real  security,  and  they  certainly 
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do  not  constitute  a  basis  that  would  allow  one  to  find  that  the 
plan  is  financially  sound. 

Now,  among  the  other  materials  in  the  letter  of  intent 
were  some  studies,  two  studies  by  Mr.  Gladstone;  but,  when  you 
read  the  two  studies,  you  will  notice,  that  have  been  put  in  evi- 
dence, they  are  identical,  word  for  word,  except  the  cover  page  is 
different.   They  hoped  you  would  grow  bored  and  won't  read  these 
studies,  obviously.   One  deals  with  apartments  and  the  other  deals 
with  office  study;  in  fact,  they  both  contain  identically  the 
same  material.  And  the  other  deals  with  the  so-called  hotel  study. 
I  shall  not  dwell  upon  the  handiwork  studies  of  these  developers 
concerning  the  luxury  housing  opportunities,  which  Mr.  Gladstone's 
firm  has  prepared,  or  that  concerning  the  hotel,  which  was  pre- 
pared by  Helmsley-Spear. 

The  case  for  financial  soundness  can  in  no  way  rest 
upon  such  studies  which  are,  in  reality,  not  truly  independent 
studies.   I'm  sure  you  know  that  these  studies  are  customarily 
procured  by  developers  at  a  price  and  often  the  information  con- 
tained from  one  study  to  the  next  is  a  virtual  regurgitation  of 
statistics  and  notions  and  aspirations  upon  which  no  prudent 
investor,  let  alone  an  official  state  department  of  the  Common- 
wealth, should  rely. 

Let  us  turn,  now,  to  another  very  important  document 
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with  reference  to  the  matter  of  whether  or  not  the  plan  is  finan- 
cially sound,  and  that  is  the  redeveloper 's  statement  for  public 
disclosure  and  the  true  materials  about  Boston  Urban  Associates' 
financial  condition. 

The  rules  and  regulations  of  the  Department  require, 
as  was  stated  in  the  June  9th  decision  of  the  Department  dis- 
approving the  plan,  that  a  statement  of  financial  disclosure  be 
filed,  which  statement  is  necessary  to  determine  whether  or  not 
the  developer  has  the  financial  capacity  to  carjrying  out  the 
financing  necessary  to  develop  parcels  A,  B,  and  C. 

The  redeveloper 's  statement  is  filed,  I  suggest  to 
you,  as  an  insult  not  only  to  the  taxpayers  of  this  city  but  to 
this  Department  as  well.   I  call  your  attention  specifically  to 
the  letter  of  intent  dated  November  28,  1972,  Section  6.3,  on 
Assignment,  in  which  it  is  expressly  stated  that  Urban  intends 
to  form  separate  joint  ventures  in  lieu  of  Urban,  and  the  Author- 
ity has  agreed  and  obligated  itself  to  accept  such  joint  ventures 
without  regard  to  their  financial  condition. 

Your  attention  is  also  directed  to  the  supporting 
documentation,  at  page  25,  in  which  it  is  stated,  as  of  July  1, 
•71,  that  one  of  these  joint  venturers.   Park  Plaza  Associates, 
has  already  been  formed  and  allegedly  capitalized.   No  redevelop- 
er 's  statement  of  public  disclosure  from  Park  Plaza  Associates 
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has  been  submitted  for  any  other  joint  venture.   The  statement 
that  has  been  submitted  contains  virtually  no  information  whatso- 
ever.  I  urge  you  strongly  to  examine  that  statement  carefully. 

First,  you  will  note  that  no  IRS  number  is  given  for 
this  established  and  heralded  developer  for  any  of  the  individual 
members  thereof. 

Secondly,  that  the  land  on  which  the  developer  proposes 
to  enter  a  contract  is,  as  a  practical  matter,  not  described.  All 
that  it  states  is  portions  of  the  Park  Plaza  urban  renev/al  area, 
leaving  it  open  to  you  and  to  anyone  to  have  to  speculate  as  to 
precisely  what  portions  Boston  Urban  Associates  is  actually,  if 
any,  going  to  develop. 

Third,  the  redeveloper  is,  by  inference,  stated  to  be 
an  individual  doing  business  under  his  own  name,  not  a  partner 
and  not  a  joint  venture  and  not  a  corporation,  not  a  charitable 
institution,  not  a  partnership,  not  a  federal,  state,  or  local 
government  instrumentality,  nor  is  it  identified  as  another. 

Item  No.  4.   Three  individuals,  Messrs.  Zuckerman, 
Linde,  and  a  Mr.  Cataldo,  are  listed  as  having  more  than  a  10 
percent  interest  in  this  development. 

MR.  MORRIS:  What's  that  last  name,  please,  for  the 
record? 

MR.  MAHONEY:   Cataldo;  C,  a,  t,  a,  1,  d,  o.  Mr. 
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John  Cataldo.   Item  No.  5.  Under  names,  addresses,  and  title  of 
position,  if  any,  and  the  nature  and  extent  of  the  interest  of  the 
officers  and  principal  members,  shareholders,  and  investors  of  the 
redeveloper,  other  than  a  government  agency  or  instrumentality, 
are  set  forth  as  follows:   That  item,  of  course,  has  been  left 
blank. 

On  item  No.  6,  you  will  notice... by  the  way,  on  item 
No.  5  on  the  form,  there  are  specific  subject  requests  in  A 
through  E,  where  applicable,  for  identification;  but,  in  item 
number  E,  under  the  heading,  if  the  redeveloper  is  some  other 
entity,  the  officers,  the  members  of  the  governing  body,  and  each 
person  having  an  interest  of  more  than  10  percent  are  asked  to  be 
listed,  and  there  appears  thereafter  a  list  with  Mr.  Zuckerman, 
Mr.  Linde,  and  Mr.  Cataldo,  each  having  a  percentage  of  their 
interest  listed  as  47.5  for  Messr.  Zuckerman  and  Linde  each,  and 
five  percent  for  Mr.  John  A.  cataldo. 

Item  No.  5  has  been  left  blank.  And  I  call  your 
attention  to  that  specifically,  and  I  will  subsequently  call  your 
attention  to  the  conflicting  ways  in  which  this  entity  has  been 
identified  not  only  on  this  form  but  on  the  other  forms  which 
they  have  filed  with  you  and  in  identifying  themselves,  wherein, 
at  times,  they  portray  themselves  as  a  trust;  other  times  they 
portray  themselves  as  a  joint  venture;  and,  other  times,  they 
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portray  themselves  here  as,  I  guess  one  would  have  to  say,  some 
other  entity. 

MR.  MORRIS:   What  do  you  consider  now,  as  of  this 
hearing,  Mr.  Mahoney,  as... 

MR.  MAHONEY:  Well,  I  am  put  in  the  situation  of  hav- 
ing to  speculate,  and  that  is  the  position  that  this  Department  is 
put  in.   They  simply  have  not  given  you  the  information  to  enable 
you  to  determine  what  the  nature  of  that  entity  is,  in  my  opinion. 

You  will  note  that  such  statements  are  supposed  to  be 
accompanied  by  certified  financial  statements,  and  I  specifically 
call  your  attention  to  some  -of  the  other  matters  which  now  appear 
on  this  form.   I  call  your  attention  to  the  third  page  of  the  pub- 
lic disclosure  statements,  and  notice  that  there  is  a  whole  sec- 
tion dealing  with  residential  redevelopment.   Now,  this  statement 
has  been  dated  June  1,  1972.   That's  about  some  12  months  after 
Boston  Urban  Associates  first  was  selected  as  the  developer. 
And  when  they  were  asked  to  provide  you  and  the  public  with  ele- 
mental information  about  the  residential  developnent  to  be  under- 
taken by  them,  such  matters  as  the  total  cost  of  any  residential 
development... 

MR.  MORRIS:  We  will  take  a  little  break. 

(Recess.) 

MR.  MORRIS:  The  hearing  will  resume,  ladies  and 
gentlemen. 
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MR.  MAHONEY:   I  was,  at  the  time  we  took  a  break, 
referring  to  and  going  through  the  redeveloper 's  statement  of 
public  disclosure,  such  as  it  is.  This  was  filed  by  the  Authority 
on  June  1,  1972,  and  I  was,  at  the  point  of  the  break,  referring 
you  to  the  bottom  of  page  2  and  page  3  of  that  disclosure  state- 
ment. 

MR.  MORRIS:  You  are  on  the  disclosure  statement  of 
the ... 

MR.  MAHONEY:   Redeveloper. 

MR.  MORRIS:   Which  one,  now,  the  individuals  or  the 
partnership  or  what? 

MR.  MAHONEY:  Well,  as  a  conclusion  goes,  I'm  afraid... 

MR.  MORRIS:   I'd  like  you  to  make  some  statement  as  to 
just  what  it  purports  to  be. 

MR.  MAHONEY:   It  purports  to  be  the  redeveloper 's 
statement  for  Boston  Urban  Associates  and  it  is  presented  to  you 
in  the  form  of  a  statement  by  Mortimer  B.  Zuckerman,  Edward 
Linde  and  John  A.  Cataldo,  d/b/a  —  doing  business  as  —  Boston 
Urban  Associates,  and  to  the  extent  it  appears  to  be  the  sole 
statement  of  Boston  Urban  Associates,  but  it's  cast  in  a  very 
limited  light  we  discussed  earlier  in  its  answers  to  questions  on 
page  one. 

With  reference,  now,  to  the  intended  residential 
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developer,  you  will  note  that,  in  answer  to  these  questions,  the 
total  cost  of  any  residential  development  is  blank.   The  cost  per 
dwelling  unit  of  any  residential  development  is  blank.   The  cost 
of  any  residential  rehabilitation  is  blank,  and  that  would  be 
appropriate  here,  since  there  is  no  proposed  rehabilitation.   The 
cost  per  dwelling  unit  of  any  residential  rehabilitation,  of  any 
units  of  any  residential  rehabilitation,  is  also  blank.   But,  A 
and  B,  in  terms  of  the  units  and  the  total  cost,  are  blank  and 
shouldn't  be  blank. 

There  are  also,  in  terms  of  the  question.  State  the 
redeveloper 's  estimate  of  the  average  monthly  rental  or  average 
sales  price  for  each  type  and  size  of  dwelling  unit  involved  in 
such  redevelopment  or  rehabilitation.   They  answer,  on  June  1, 
1972,  "Uncertain  at  present  time."   Now,  this  isgane  13  months 
after  the  redeveloper  has  been  selected  here,  and  it  is  upon  this 
representation,  filed  with  you  again  by  the  Authority  on  November 
28,  '72,  that  they  would  like  you  to  make  a  determination  that 
this  plan  is  financially  sound. 

MR.  MORRIS:   Well,  it  is  my  understanding  that  there 
has  been  a  request  from  the  Department  with  regards  to  certifica- 
tion of  some  of  these  items,  and  whether  it  has  been  received  or 
not,  or  will  be  received  before  the  end  of  the  hearing,  we  will 
wait  and  see.  We  will  take  notice  of  what  you  say  about  this 
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particular  form,  and  it  is  pretty  obvious  that  the  Commissioner 
is  interested  in  any  additive  informat ion  that  may  be  reasonable 
and  that  some  of  the  breakdowns  on  here  relative  to  these  matters 
of  residential  apartment  intentions  be  filled  in.   It  just  goes 
without  saying  that  it  was  a  written  request  from  the  Department 
and  we  are  looking  forward  to  finding  out  just  what  the  Authority 
intends  along  this  line  at  some  time  before  the  end  of  these 
proceedings. 

MR.  MAHONEY:   I'm  looking  forward  to  it,  too,  Mr. 
Morris. 

MR.  MORRIS:  All  right.  We  have  a  mutual  interest 
there . 

MR.  MAHONEY;   In  that  regard,  I  may  call  your  atten- 
tion, if  I  may,  and  I'm  sure  that  the  Commissioner  and  the  mem- 
bers of  your  panel  are  familiar  with  the  fact  that  this  is  part 
one  of  a  redeveloper's  statement,  you  recall  earlier  that  when 
Mr.  Zuckerman  testified,  he  said  that  he  was  unfamiliar  with  this 
form.   I  point  out  to  you  that  Mr.  Zuckerman,  however,  filled  and 
signed  this  identical  form  which  he  told  you  in  his  testimony  he 
was  unfamiliar  with.   I  also  wish  to  point  out  to  you  that  there 
is  a  much  more  important  portion  of  this  form,  which  is  part  two, 
entitled  the  Redeveloj^r 's  Statement  of  Qualifications  and  Finan- 
cial Responsibility.   And,  as  you  know,  this  part  two  of  the  form 
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is  really  the  heart  of  the  matter  of  the  status  of  a  redeveloper, 
and  it  is  to  this  that  one  must  look  to  obtain  the  real  facts 
about  the  financial  ability  and  reliability  of  the  redeveloper, 
the  relevance  of  that,  of  course,  being  simply  that,  here,  the 
Authority  has  posited  a  situation  in  which  the  status  of  the 
redeveloper  is  the  equivalent,  virtually,  with  the  exception  of 
certain  public  improvements,  is  the  equivalent  to  the  reliability 
and  j3.nance  ability  of  this  entire  renewal  undertaking. 

If  this  statement  were  filed  and  the  facts  contained 
in  part  two  were  brought  into  the  light  of  day,  we  would  know 
something  then  about  the  redeveloper 's  capacity  and  the  Authority's 
capacity  to  carry  out  the  actions. 

You  will  also  note  that  part  two  and  part  one  must  be 
accompanied  by  certified  financial  statements  showing  the  assets 
and  liabilities,  including  contingent  liabilities,  fully  itemized 
in  accordance  with  accepted  accounting  standards  and  based  upon 
a  proper  audit. 

MR.  MORRIS:  Mr.  Mahoney,  for  the  record,  again,  I 
want  to  point  out  that  the  Department  has  asked  for  the  basic 
information,  not  for  the  federal  form,  but  we  have  asked  in  writ- 
ing for  this  general  type  of  information  that  you  are  talking 
about  in  some  certified  form.  We  do  not  have  it  yet  for  the 
record,   i  just  want  to  get  that  in,  that  the  Department  has 
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already  done  that. 

MR.  MAHONEY:  Mr.  Morris,  I  had  not  known  of  the  exact 
nature  of  what  has  been  requested. 

MR.  MORRIS:   I  wanted  to  put  that  in  the  record  for 
your  benefit. 

MR.  MAHONEY;  Have  you  asked,  Mr.  Morris,  for  the 
basic  categories  of  materials  that  are  contained  in  part  two? 

MR.  MORRIS:   I  can't  go  into  detail;  I'm  just  the 
Hearings  Officer.   Now,  basically,  a  certified  financial  statement 
was  asked  for  from  either  these  principals  or  individuals  or  what- 
ever entity  they  represent  themselves  to  be.   It  did  not  pick  the 
form  precisely,  the  HUD  form,  that  you  seem  to  be  following  and 
asking  for.   If  your  questions  are  relating  to  that,  you  draw 
them  up  appropriately  and  we  get  them  reasonably  along  the  line 
we  suggested  earlier  with  regard  to  the  other  points,  we  will 
include  that  to  go  on  the  record. 

MR.  MAHONEY:   Fine;  thank  you. 

MR.  MORRIS:   But,  we  can't  cover  that  by  what  we 
asked  for. 

MR.  MAHONEY:  All  right;  thank  you. 

MR.  MORRIS:   I  take  it  you  are  still  on  the  financial 
plan  variant. 

MR.  MAHONEY:  Yes,  sir.   I'd  like  now  to  direct  your 
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attention  to  the  fourth  page  of  the  puff  piece  that's  been  submit- 
ted to  you. 

MR.  MORRIS:   Will  you  explain  'puff  piece'  for  the 
public  hearing  and  the  record,  when  it  says  'puff  piece.' 

MR.  MAHONEY:   Yes,  I  will  identify  it  very  explicitly. 
This  is  a  nice  public  relations  document  entitled  Boston  Urban 
Associates,  filed  by  the  Authority  with  your  Department  as  supple- 
mentary and  supporting  material  on  November  28,  1972. 

MR.  MORRIS:   Is  this  going  to  be  an  exhibit? 

MR.  MAHONEY:   It  is  now  an  exhibit. 

MR.  MORRIS:   It's  already  in  evidence. 

MR.  MAHONEY:   It's  already  in  evidence. 

MR.  MORRIS:   I  don't  question  it.  You  are  going  to 
read  the  interpretation  from  it. 

MR.  MAHONEY:   I  am  going  to  deal  with  certain  mater- 
ials that  are  contained  in  it. 

MR.  MORRIS:   I  want  to  keep  the  record  straight. 

MR.  MAHONEY:   Right.   There  is  not  much  contained  in 
this  material,  Mr.  Examiner  and  members  of  the  panel,  upon  which 
one  can  base^ery  many  sensible  conclusions  as  to  the  financial 
soundness  of  this  plan. 

You  will  note,  I  believe,  that  it  is  vague  and  very 
indefinite;  it  is  extremely  short  on  hard  fact;  it  contains 
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credit  line  claims  for  projects  not  truly  those  for  Boston  Urban 
Associates.   I  call  your  attention,  for  example,  to  the  statements 
that  appear  in  the  third  paragraph  on  the  first  page.   "The  prin- 
cipals and  officers..."  Now,  let  me  stop  for  just  a  moment.   "The 
principals  and  officers."  Just  a  moment  ago,  we  looked  at  a  fin- 
ancial disclosure  statement  in  which  they  said  they  weren't  a 
corporation?  they  said  they  weren't  a  partnership;  and,  they  said 
they  weren't  a  joint  venture.  Now  we  have  officers  of  an  entity 
that  is  allegedly,  according  to  the  redeveloper 's  statement  filed 
by  them,  an  entity,  really,  a  stylized  entity,  doing  business  as, 
named  entity  of  three  individuals. 

Now,  over  here,  we  see  in  their  second  piece  that  they 
have  officers  and  they  refer  to  that  several  times,  and  a  little 
later  we'll  see  there  are  also  trustees.   So,  exactly  what  they 
are,  they  apparently  haven't  been  able  to  tell  you,  or  the  Author- 
ity at  least  hasn't  been  able  to  tell  you,  with  any  degree  of 
clarity.   But,  they  state  in  paragraph  three,  "The  principals  and 
officers  of  Boston  Urban  Associates  have  an  outstanding  record 
in  participation  in  noteworthy  real  estate  projects,  including 
the  conceding,  designing,  financing,  directing  and  marketing  of 
such  projects."  Apparently,  then,  they're  also  architects,  which 
I  hadn't  understood.  And  they  then  list  for  you  in  the  following 
paragraph  some  projects  which  I  had  clearly  understood  were  done 
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by  a  firm  known  as  Cabot,  Cabot  &  Forbes  in  Boston,  and  apparently 
they  would  have  you  be  led  to  believe  that  these  are  projects  for 
which  they  have  prime  responsibility.   I  wonder  if  Mr.  Blakely  of 
Cabot,  Cabot  &  Forbes  would  agree  with  that  representation. 

You  will  also  note  that  it  refers  to  the  principals  of 
Boston  Urban  Associates  owning  major  real  estate,  but  it  does  not, 
of  course,  reveal  either  the  value  of  the  real  estate  or  the  nat- 
ure of  their  equitable  interest  and,  most  importantly,  the  encum- 
brances thereon. 

There  are  contracts  referred  to  in  connection  with 
other  properties  which  the  unweary  reader  would  believe  have  a 
value  of  $2, 000, 000 r  but,  is  that  $2,000,000  without martgages? 

There  is  reference  to  the  liquid  assets  of  the  princi- 
pals of  Boston  Urban  Associates,  unaudited  reference,  without 
revelation  of  their  liabilities.  There's  a  statement  of  indica- 
ted —  whatever  that  word  means;  indicated  —  quote  —  net  worth 
of  the  principals,  but  that,  too,  is  wholly  unsupported  by  an 
audit. 

On  page  three  and  page  four  there  appears  a  brief 
biographical  sketch  about  the  three  principals,  wherein  Messrs. 
Zuckerman  and  Linde  are  portrayed  as  both  officers  and  trustees... 
And  trustees. . .of  Boston  Urban  Associates,  although  on  their 
redeveloper 's  statement  for  public  disclosure  they  reveal  no 
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trusteeship. 

On  page  four,  there  does  appear  some  information,  the 
only  information  I  have  been  able  to  find  anywhere  in  this  record, 
about  Park  Plaza  Associates,  but  that  information  is  so  nominal 
that  it  in  no  way  meets  the  standard  required  on  the  statement  for 
public  disclosure,  part  one,  and  the  redeveloper 's  statements  of 
qualifications  and  financial  responsibility,  part  two. 

We  will  request  you,  as  you  have  indicated,  Mr.  Morris, 
formally,  not  using,  if  you  wish,  the  HUD  form,  I  will  request  you 
at  the  hearing  tomorrow  morning,  in  writing,  to  request  certain 
specified  financial  information  in  line  with  your  request  —  I  do 
this  in  writing  —  with  reference  both  to  the  individuals  concerned, 
Boston  Urban  Associates  and  Park  Plaza  Associates  and,  of  course, 
any  other  of  these  so-called  joint  venture  entities  that  they  have 
reference  to  in  their  earlier  statement. 

MR.  MORRIS:   Just  one  question.   The  final  paragraph 
in  this  puff  sheet,  as  you  call  it,  makes  a  statement  that  the 
redeveloper  is  a  partnership  organized  and  operating  under  the 
laws  of  Massachusetts. 

MR.  MAHONEY:   But,  that  refers  only... 

MR.  MORRIS:   Let  me  finish. 

MR.  MAHONEY:   Pardon  me. 

MR.  MORRIS:   This  is  for  the  public,  also.   It  lists 
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three  gentlemen  with  titles  and  with  percentages  of  interest. 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:   And  I  think,  since  the  public  hasn't 
heard  this,  at  least  they  should  know  that.   Now,  the  other  facts 
you  brought  out  in  the  testimony  are  true,  about  this  sheet  which 
is  available  here  for  anyone  to  see;  it  does  at  least  list  that 
as  a  summary  point. 

MR.  MAHONEY:   Yes,  it  does.  May  I  point  out,  Mr. 
Morris,  that  is  absolutely  true,  but  that  has  the  specified  appli- 
cation, I  believe,  to  that  which  appears  at  the  top  of  the  page, 
namely.  Park  Plaza  Associates. 

MR.  MORRIS:  That's  right. 

MR.  MAHONEY:   It  does  not  relate  as  information  to 
Boston  Urban  Associates.   It  is  an  answer  that  Park  Plaza  Associ- 
ates is  a  partnership.   That  nowhere  appears  on  any  redeveloper 's 
statement  for  public  disclosure. 

MR.  MORRIS:   I  just  wanted  to  mention  that  for  the 
public;  that  there  was  a  final  paragraph  in  the  puff  sheet. 

MR.  MAHONEY:   Thank  you,  sir.   Now,  I'd  like  to  ask 
that  you  direct  your  attention  to  the  financial  data  for  Stage  I, 
parcels  A,  B,  and  C,  which  is  another  document  which  was  submit- 
ted to  you  on  November  28,  1972,  by  the  Authority.  This  document 
presumably  was  submitted  in  an  attempt  to  shore  up  the  gaping  holes, 
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MR.  MORRIS:   What  document  is  that? 

MR.  MAHONEY:   It's  called  Financial  Data  for  Stage  I, 
Redevelopment  Parcels  A,  B,  and  C,  or  Reuse  Parcels  1,  2,    and  3, 
November,  1972. 

MR.  MORRIS:   You  don't  have  an  exhibit  number? 

MR.  MAHONEY:   It  is  an  exhibit,  but  it's  only  under 
one  category. 

MR.  MORRIS;   During  this  stage,  it  would  help  us  some- 
what to  follow  you. 

MR.  MAHOITOY:   Okay;  I  agree. 

MR.  MORRIS:   Proceed. 

MR.  MAHONEY:  This  document,  as  I  have  indicated,  was 
presumably  submitted  to  shore  up  the  gaping  holes  contained  in  the 
earlier  supporting  documentation.   In  appendix  2,  there  appears 
an  unsigned,  undated  statement,  headed  Financing  Plan.  The  fig- 
ures which  appear  are  unsupported  and  apparently  rely  upon  an 
unidentified  local  grant  and  in  payments  by  Boston  Urban  Associ- 
ates of  $3,000,000  which,  if  you  will  recall  in  ray  earlier  discus- 
sion today,  is  the  money  presumably  that  is  to  come  from  the  pay- 
ments under  the  letter  of  intent  at  the  rate  of  $150,000  a  year, 
if,  as,  and  when  that  money  is  ever  to  be  paid.   And  as  I  have 
indicated  to  you,  I  think  it's  most  unlikely  that  that  money  ever 
will  be  paid. 
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The  attached  supporting  materials  identified  the 
amount  of  unfunded  relocation  costs,  the  Authority's  value  of  the 
public  land  to  be  sold  to  the  redeveloper  based  upon  the  tailored 
formula  contained  in  the  letter  of  intent  and  omits  and  fails  to 
supply  much  other  information.  Again,  the  material  is  unsigned 
and  undated. 

On  the  explanation  of  project  expenditure  budget,  under 
administrative  costs,  there  appears  the  statement,  in  conflict  with 
the  letter  of  intent,  that  Urban  will  pay  to  the  Authority  $75,000 
on  account  of  the  Authority's  costs  for  the  year  ending  1972. 
That,  of  course,  is  directly'  contrary,  as  we  have  seen  earlier, 
to  the  new  letter  of  intent,  which  we  had  discussed  earlier  today. 
There  is  no  evidence  of  the  appropriation  of  funds  to  make  up 
the  difference  between  costs  incurred  and  revenue.   Nothing  in  the 
letter  of  intent  supports  the  contention  that  property  management 
costs  will  be  borne  by  Boston  Urban  Associates.   There  is  liter- 
ally nothing  in  the  letter  of  intent  that  supports  that  state- 
ment. 

The  materials  pertaining  to  real  estate  purchases  are 
based  upon  a  1967  windshield  appraisal.   This  is  hardly  credible 
evidence  of  value  and  cannot  and  should  not  be  relied  upon.   It 
also  conflicts  with  other  evidence  that  suggests  that  these  prop- 
erties have  value  far  in  excess  of  those  suggested  by  the  Authority. 
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Under  relocation  payment  provisions,  they  acknowledge 
that  $312,410  will  be  required  as  the  city's  share.   But,  as  I 
had  pointed  out,  no  appropriation  or  commitment  for  the  funding 
has  been  made.   On  the  financial  and  relocation  data  for  parcels 
D  and  E,  this  material  rests  upon  the  Authority's  "experience..." 
This  is  really  quite  wonderful. .. "in  planning  and  executing  17 
land  assembly  and  redevelopment  urban  renewal  projects  over  the 
past  15  years,  and  our  knowledge  of  the  conditions  in  Park  Plaza 
urban  renewal  project  has  demonstrated,  and  the  Building  Condi- 
tions Report,  are  our  estimates  of  land  assembly  cost  for  Stage 
II  of  the  project  area. 

Having  viewed  their  handiwork,  one  is  immediately  put 
on  notice  that  the  conclusions  and  representations,  they  had  been 
checked  at  every  point.  There  follows  an  Authority  estimate  of 
the  direct  costs  for  land  assembly  for  D  and  E,  stated  to  be 
$17,900,000.   The  acquisition  costs  of  $12,774,000  again  rests 
upon  a  1967  appraisal  and  that  only  that  one,  by  the  way,  formu- 
lated by  an  unidentified  staff  member. 

Now,  this  is  the  land  acquisition  costs  for  all  of 
D  and  E  not  done  by  any  expert  and  done  based  upon  a  1957  study. 
This  is  hardly,  I  would  suggest,  again,  credible  or  reliable  evi- 
dence.  It's  too  old  to  be  relied  upon  and  the  compiler  obviously 
is  not  qualified  for  the  task  required. 
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Relocation  costs  of  $3,850,000  are  summarized  in  42 
words  and  rest  upon  the  Authority's  relocation  staff  alleged  sur- 
vey and  "best  judgments."   Site  clearance  costs  of  $1,289,000 
rests  upon  the  project  improvement  reports.   There  follows  a  reuse 
guesstimate.   The  Authority  contemplates  that  eventual  development 
could  take  the  following  form.  And  thereafter,  the  Authority 
records  for  posterity  its  visions  as  of  November  28,  1972.   We're 
then  entreated  to  rely  upon  their  judgment  that  it  is  best  not  to 
do  anything  about  the  Combat  Zone  until  their  chosen  developers 
have  gobbled  up  the  valuable  land  fronting  on  the  Public  Garden 
and  Common.  To  reassure  us, ' they  then  point  out  the  Boston  Urban 
Associates  has  agreed  to  submit  a  redevelopment  proposal  for  par- 
cel D  and  to  offer  assistance  to  prospective  developers  of  parcel 
E. 

They  advise  that  they  hope  that  other  federal  funds 
and  public  monies  may  become  available  for  parcels  D  and  E,  but 
they  do  not  identify  one  specific  penny  of  such  funds  that  are  in 
fact  available.  The  report  then  ends  upon  this  quite  remarkable 
note:   "The  best  evidence  available  to  the  Authority  shows  our 
predictions  to  be  correct.   We  have  not  detailed  any  more  informa- 
tion at  this  time  on  Stage  II,  because  any  such  material  would  be 
out  of  date  at  the  time  that  the  Urban  Renewal  Plan  provides  for 
us  to  submit  development  financing  and  relocation  information  for 
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City  Council  and  state  approval."  Now,  that,  again,  is  a  direct 
admission  by  them  that  they  do  not  have  a  financial  plan  for  par- 
cels D  and  E  or  relocation  plan  in  conformance  with  the  require- 
ments that  must  be  met  at  the  time  of  the  approval  of  an  urban 
renewal  plan  under  Chapter  121B,  Section  48.   This  is  another  one 
of  their  deferred  devices  by  which  they  seek  to  have  the  Depart- 
ment grant  approval  to  an  urban  renewal  plan  under  Section  48  of 
121B  and,  at  the  same  time,  seek  to  evade  meeting  the  six  statu- 
tory recited  conditions  and  the  one  preceding  it  with  reference  to 
the  general  plan  and  any  others  that  may  be  applied  by  the  Depart- 
ment to  get  you  to  permit  th,em  to  set  in  motion  an  urban  renewal 
program  without  having  met  these  statutory  tests. 

A  year  and  a  half  ago,  we  tried  to  make  clear  the 
problem  v;hen  we  appeared  before  the  City  Council  about  the  Combat 
Zone  and  their  failure  to  have  a  plan  for  it.  Now,  you  can  see 
in  this  quote  quite  directly  that  one  year  after  that  they  admit 
there  is  no  such  plan.  As  I  have  previously  suggested,  the  plan 
itself  is  incomplete.  As  such,  it  cannot  be  approved.   Because 
it  is  incomplete,  there  can  be  no  finding  of  a  financially  sound 
plan.   Further,  there  is  no  evidence  for  any  of  the  parcels.  A, 
B,  C,  D,  or  E,  upon  which  a  finding  of  a  financially  sound  plan 
could  rest. 

Now,  I  would  like  to  turn  from  those  materials  to  the 
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question  of  taxation  and  to  the  tax  deal  that  has  been  submitted 
in  evidence  at  the  prior  hearing  and  the  evidence  with  reference 
to  that  arrangement  in  this  hearing. 

The  financial  plan,  I  suggest  to  you,  is  not  sound,  in 
that  it  rests  clearly  upon  any  legal  tax  arrangement-   It  is  pre- 
sumed by  the  Authority  that  the  Department  will  have  had  a  collect- 
ive lobotomy  since  the  date  of  the  last  hearing  and,  thus,  will 
have  had  forgotten  the  revelation  of  the  illegal  tax  scheme  which 
the  Authority  so  iraprovidently  entered  into  in  the  letter  of  intent 
executed  on  December  17,  1971,  and  entered  into  the  record  of  the 
prior  hearing.  Unfortunately  for  the  Authority,  I  do  not  believe 
that  the  Department  will  be  unmindful  of  what  it  said  in  its 
decision  of  June  9th  at  page  three,  in  finding  that  the  financial 
plan  resting  as  it  does  upon  the  tax  arrangements  contained  in 
the  letter  of  intent,  could  be  illegal  under  Chapter  59,  Section 
30A  and  "at  least  it  would  seem  to  deprive  the  city  of  additional 
taxes  it  would  collect  by  a  12 lA  corporation,  the  only  legal  way 
of  a  duly  preferenced  tax  statute. 

It  has  been  introduced  into  this  record,  the  old 
letter  of  intent,  which  we  have  not  given  a  separate  exhibit 
nuiriber  to  yet,  but  we  shall,  and  I  would  like  to  specifically 
call  to  your  attention  in  that  old  letter  of  intent  the  provisions 
contained  in  Section  6.3  thereof. 
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Mr.  Morris,  just  so  it  is  clear,  we  have  in  the  old 
submission  an  old  letter  of  intent  which  has  been  marked  for 
identification,  together  with  the  transcript  of  the  prior  hearing, 
and  I  call  your  attention  specifically  to  Section  5.3  of  that 
letter,  to  the  following  statement  contained  in  6.3:  "Urban  has 
advised  the  Authority  that  its  ability  to  secure  financing  for 
the  project  and  the  entire  economic  feasibility  of  the  project  is 
contingent  upon  Urban 's  ability  to  reach  a  satisfactory  under- 
standing with  the  city  which  will  permit  development  to  proceed 
on  a  financially  feasible  basis." 

As  you  know,  this  improvident  provision  has  simply 
been  omitted  from  the  current  letter  of  intent.  The  entire  sec- 
tion has  simply  been  deleted.   But,  there  has  been  introduced 
into  this  record  by  the  Authority,  the  prior  —  not  only  the 
prior;  by  the  Hearing  Examiner  —  the  prior  testimony  of  Mr. 
Kenney,  and  notice  has  been  taken  by  the  Department  of  the  testi- 
mony of  the  City  Assessor,  through  the  prior  testimony  at  the 
prior  hearing.  There  also  is  contained  in  that  record,  and  I 
refer  you  to  it,  a  letter  from  the  City  Assessor  addressed  to 
Councillor  lannella,  stating  that  the  property  would  yield  4.5 
to  $5,000,000  for  parcels  A,  B,  and  C,  upon  completion;  and  that 
was  incorporated  into  the  record  of  that  hearing,  and  that  hear- 
ing record  has  now  been  incorporated  into  this  record.   But, 
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clearly,  the  right  hand  did  not  know  what  the  left  hand  was  doing, 
again,  when  the  November,  1972,  submission  was  being  made  by  the 
Authority.   Whoever  prepared  the  environmental  impact  statement, 
in  trying  to  make  it  apparently  perhaps  more  weighty  and  impres- 
sive, included  some  filler,  and  so  there  was  included  on  page  27 
of  the  Environmental  Impact  Statement,  which  is  in  the  record  of 
this  proceeding  and  has  been  submitted  as  the  Authority's  exhibit 
in  this  proceeding,  the  following  evidence  under  Tax  Base;   The 
project  area  —  and  this  appears  at  page  27  —  the  project  area 
"now  produces  about  2.7,000,000  in  tax  receipts.  We  estimate 
that  conservatively  the  total  redevelopment  of  the  entire  project 
area  will  produce  over  8.5,000,000,  an  increase  of  6,000,000. 
The  first  parcels.  A,  B,  and  C,  alone,  will  skyrocket  from  the 
current  1.7,000,000  over  two  and  a  half  times. 

MR.  MORRIS:   What  page  are  you  reading  from? 

MR.  MAHONEY:   Page  27  of  the  Environmental  Impact 
Statement;  and  that  appears  under  Direct  Economic  Impact,  Subsec- 
tion 2,  Tax  Base.  That  appears  in  part  two.   Part  one.   Part  one. 

MR.  MORRIS:   Part  one  or  two? 

MR.  MAHONEY:   Part  one.   I  apologize.   If  you  will 
look  at  the  heading  on  part  three,  general  heading.  Economic 
Impact,  subsection  A,  Direct  Economic  Impact,  Subsection  2  thereof. 
Tax  Base,  at  page  27.   I  specifically,  now,  would  like  to  call. 
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under  subsection  two.  Tax  Base,  your  attention  to  the  very  import- 
ant paragraph  that  appears  therein.  The  first  paragraph,  the 
entire  paragraph,  and  especially  to  the  last  sentence.   Therefore, 
that  first  stage  alone  will  skyrocket  from  the  current  1.7,000,000 
to  at  least  4.5,000,000,  over  two  and  a  half  times  the  current 
receipts. 

Now,  you  will  note  they  reiterated  4.5,000,000  for 
parcels  A,  B,  and  C.  That  familiar  figure  just  happens  to  be  the 
identical  figure  which  the  City  Assessor  and  the  Director  of  the 
Authority  advised  would  be  the  tax  yield  upon  completion  of  par- 
cels A,  B,  and  C  in  their  te'stimony  at  the  prior  hearing,  the  total 
cost  of  which  the  Authority  says  will  be  $260,000,000  or  more. 

We  would  like  to  —  I'd  like  to  —  Mr.  Examiner,  in 
the  light  of  this  evidence,  that  is  to  say  quite  expressly,  in  the 
light  of  the  old  letter  of  intent,  6.3,  in  light  of  the  new  let- 
ter of  intent,  in  the  light  of  the  testimony  of  Director  Kenney 
when  he  testified  at  the  commencement  of  this  hearing,  and  the 
representations  made  to  you  by  the  Authority,  not  by  me,  under 
Tax  Base,  page  27,  the  Environmental  Impact  Statement  under  part 
three,  I  would  like,  again,  to  call  your  attention  to  the  cited 
provision  in  Reid  versus  the  Acting  Commissioner.   I  would  like 
to  again  say  that  it  seems  to  me  that  we  are  coming  now,  once 
more,  to  one  of  those  issues  where  this  Authority,  on  this  record. 
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would  have  the  Department  believe  that,  in  fact,  the  prior  tax 
deal  has  been  thrown  out  the  window  as  though  it  never  existed  and 
never  was  contemplated  by  the  parties;  but,  unfortunately,  when 
they  were  trying  to  puff  up  their  environmental  impact  statement 
and  insure  the  Governor  and  others  that  the  plan  had  been  vastly 
changed  and  improved,  they  have  made  a  very  important  admission, 
and  that  admission  is  contained  in  the  tax  base  material.   And  I 
would  like  to  request,  again,  now,  the  opportunity  to  question  Mr. 
Kenney  and,  if  necessary,  others,  with  reference  to  the  precise 
nature  of  the  tax  income  to  be  derived  from  this  project  when 
completed  for  parcels  A,  B,  C,  and  from  D  and  E?  again,  to  do  so 
at  such  time,  Mr.  Examiner,  as  you,  at  your  convenience,  would 
like  to  have  us  do  it. 

MR.  MORRIS:  Well,  No.  1,  specifically  who  do  you 
want  to  question? 

MR.  MAHONEY:   Mr.  Kenney. 

MR.  MORRIS :   Did  he  prepare  this  document? 

MR.  MAHONEY:   I  can't  tell  you  whether  he  prepared 
the  document.   He  is  the  Director  of  the  Boston  Redevelopment 
Authority. 

MR.  MORRIS:   You  want  him  in  his  representative 
capacity. 

MR.  MAHONEY:  Yes,  sir. 
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MR.  MORRIS:   Are  you  going  to  name  him  in  the  request 
tomorrow  morning? 

MR.  MAHONEY:   Yes,  sir;  I  will. 

MR.  MORRIS:   That's  all  right.   He  is  the  one.   I'd 
just  like  to  identify  who  it  is  you  want. 

MR.  MAHONEY:   He  is  the  person  who  has  heretofore 
testified  on  behalf  of  the  Authority  at  the  prior  hearing  and  at 
this  hearing  and  made  representations  to  this  Department  as  to 
the  tax  yield  to  be  gained  from  the  project,  and  I  would  like  to 
question  hira  now  about  the  prior... 

MR.  MORRIS:   Would  you  put  the  question  in  writing 
for  submission  on  the  record. 

MR.  MAHONEY:   I'll  be  happy  to. 

MR.  MORRIS:   If  he  wants  to  answer  it  in  writing,  he 
can  answer  it  in  writing. 

MR.  MAHONEY:  Well,  Mr.  Morris,  what  we  have  here... 
it's  more  than  one  question,  Mr.  Morris.   I'm  asking  for  the 
opportunity  to  use  the  vehicle  for  getting  at  the  facts  and  at 
the  truth,  which  you,  as  an  attorney,  I  am  sure,  are  well  familiar. 

MR.  MORRIS:   That  is  why  I  asked  you  the  question. 

MR.  MAHONEY:   And  what  I  am  asking  for  here  is  the 
opportunity  to  cross-examine  the  Director  with  reference  to  the 
conflicting  representation  made  about  taxation.   We  have  a  record 
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ance before  you  that  there  is  no  longer  any  tax  arrangement,  but 
we  also  have  very  clear  evidence  out  of  their  own  submission  that 
that  simply  is  not  true.   And  what  I  am  seeking  is  a  request 
under  the  provisions  of  the  Reid  case  that  this  issue  at  least 
—  and  there  may  be  others  —  be  declared  now  to  be  adversary  in 
nature  and  that,  in  reliance  thereon,  under  the  statement  in  the 
Reid  case  that  I  be  given  the  opportunity  to  conduct  an  examina- 
tion of  Mr.  Kenney  as  an  adversary  proceeding,  particularly  with 
reference  to  an  issue  which  is  suitable  for  trial.   That's  my 
specific  request. 

MR.  MORRIS:   Very  simply,  frame  your  question;  it 
will  be  put  on  the  record;  the  Boston  Redevelopment  Authority  will 
be  given  your  question  and  either  they  v;ill  furnish  the  appropri- 
ate party  in  connection  with  the  qijEstion  that  you  are  raising 
and  they  may  delegate  it,  if  they  wish,  to  Mr.  Kenney,  to  the 
Assessor,  or  the  person  who  drew  up  this  particular  statement. 

MR.  MAHONEY:   My  request  is  not  for  the  writer  of  the 
environmental  impact  statement;  my  request  is  that  the  Director 
of  the  Boston  Redevelopment  Authority  be  asked  to  appear  by  this 
Department  and  that  I  be  permitted... 

MR.  MORRIS:   It  is  very  obvious  already  —  we  had 
suggested  earlier  —  when  you  list  your  questions,  we  are  going 
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to  ask  Mr.  Kenney  to  appear  or  to  make  statements  regarding  those 
things  which  he  deems  he  will  make.   We  agreed  we  would  make  an 
arrangement  so  he  would  not  have  to  be  here  off  and  on... 

MR.  MAHONEY:   Yes,  sir. 

MR.  MORRIS:   ...such  as  this  morning  in  your  repre- 
sentation on  taxes,  and  then,  a  day  and  a  half  later  on  something 
else.  All  we  are  suggesting  to  you  is  that  we  will  request  Mr. 
Kenney 's  presence  on  a  list  of  questions  that  you  have  asked.   If 
the  Authority  deems  he  should  again  be  present  to  represent  them, 
or  the  other  individuals  that  they  may  deem  an  appropriate  point 
after  he's  here,  as  he  was  here  the  other  day  for  your  questioning, 
you  can  do  what  you  want  to,  then,  procedurally  and  ask  questions 
through  the  Chair, -and  the  procedure  which  was  established  at  an 
earlier  point.   If  you  wish  to  go  past  that  point,  we  would  like 
to  entertain  your  discussion  on  that  now  so  we  don't  have  any 
misunderstanding. 

MR.  MAHONEY:   I  do  wish  to  go  beyond  that,  Mr.  Morris. 

MR.  MORRIS:   The  time  is  now  getting  to  be  of  the 
essence,  counselor,  and  we  want  to,  if  we  are  going  to  cooperate 
with  you,  be  sure  we  are  both  talking  about  the  same  thing.   It 
is  not  our  intent  to  turn  this  hearing  into  an  adversary  proceed- 
ing; however,  on  certain  issues  on  which  we  have  agreed,  where  it 
is  deemed  reasonable,  we  will  ask  certain  parties  to  appear. 
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whoever  made  representative  statements,  to  be  questioned  by  the 
general  public  or  by  you  or  by  the  Commissioner,  and  we  are  at 
that  point  now,  if  you  will  frame  this  question. 

MR.  MAHONEY:   Well,  again,  to  make  the  record  as  clear 
as  I  can,  Mr.  Morris,  I  heard  your  earlier  ruling  and  we  have 
understood  its  application  in  several  specific  instances  to  date, 
and  I  understand  that.   I  am  now,  however,  raising  perhaps  again 
the  specific  issue  of  the  request  for  the  right  to  examine  Mr. 
Kenney  with  reference  to  the  tax  issue,  and  I  cite  as  the  basis 
for  that  the  state  of  this  record,  namely,  the  old  letter  of 
intent,  the  new  letter  of  intent,  and  the  environmental  impact 
statement  as  submitted,  plus  Mr.  Kenney 's  inconsistent  testimony 
in  relation  thereto,  and  respectfully  ask  that,  with  reference  to 
that  issue,  I  be  permitted  —  that  issue  being  the  tax  issue?  the 
tax  yield  issue  —  that  I  be  permitted  to  directly  cross-examine 
Mr.  Kenney.   That's  my  request.   Not  necessarily  at  this  moment. 

MR.  MORRIS:  Well,  we  will  reserve  whether  or  not  you 
will  cross-examine  him  in  the  legal  sense.   We  will  ask  for  his 
appearance  here  and  will  allow  questions  through  the  Chair  to 
him  for  a  reasonable  answer,  if  he  chooses  to  make  it,  at  this 
type  of  hearing. 

MR.  MAHONEY:   Okay?  thank  you.   It  is  evident  from  a 
perusal  of  these  documents  that  the  Authority  and  the  developer 
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have  worked  together  to  devise  a  scheme  by  which  privately  held 
land  is  sought  to  be  taken  under  color  of  the  use  of  eminent 
domain  and  to  be  turned  over  to  private  developers  for  their  gain 
and  profit.   What's  more,  there  has  been  ample  evidence  introduced 
into  this  record  and  the  Department  itself  found,  on  June  9,  '72, 
that  parcels  A,  B,  and  C  are  not  decadent;  therefore^  there  is  no 
public  purpose  underlying  this  attempted  taking. 

Further,  it  is  clear  even  from  the  meager  state  of 
the  submission  by  the  Authority  that  the  Authority  and  the  city 
and  the  developer  intend  to  permit  this  developer  an  illegal  tax 
advantage  which  is  contrary  to  the  provisions  of  Chapter  59,  Sec- 
tion 58,  of  the  General  Laws,  and  they  seek  the  assistance  and 
approval  of  this  Department  to  that  end  through  a  declaration 
that  this  plan  constitutes  a  sound  financial  plan.   We,  therefore, 
seek,  right  here,  to  make  the  inquiry  which  we  have  discussed  for 
the  purposes  as  indicated. 

I  also  now  would  like  to  return  earlier  to  point  out 
that  part  of  the  relevance  of  my  request  earlier  for  the  projec- 
tion of  income  and  expense  information  is,  of  course,  very  much 
tied  to  this  issue;  that  one  sees  that  a  representation  made  at 
the  earlier  hearing  that  this  project  would  generate  revenues  of 
approximately  $45,000,000.   The  analysis  of  that,  in  terms  of  the 
amount  of  taxes  to  be  paid,  would  reveal  a  tax,  an  effective  tax 


142 


rate  for  parcels  A,  B,    and  C,   of  something  in  the  neighborhood  of 
10  percent  of  the  gross  income. 

Now,  I  also  would  like  to  ask  the  Department  to  focus 
with  reference  to  the  tax  issue  not  only  upon  the  question  of 
whether  or  not  there  is  any  legal  tax  arrangement  which,  if  such 
is  found  to  exist,  the  Department,  in  my  opinion,  cannot  lawfully 
make  a  determination  that  there  is  a  sound  financial  plan  but, 
also,  they  must  focus  upon  the  prior  direct  statement  of  the 
developer,  that  this  plan  was  not  feasible  without  a  tax  deal  in 
April  of  1972. 

So,  what  we  have  apparently  is  some  really  quite 
wonderful  and  fortuitous  new  development  that  somewhere  between 
April  of  1972  or  after  June  9th  of  1972,  the  plan  apparently  has 
become  feasible  without  any  tax  arrangement.  And  I  should  think 
that  this  important  ne|W  development  is  something  the  Authority 
would  be  very  glad  to  share  with  the  Department  and  with  all 
those  who  have  taken  an  interest  in  this  plan.   I  ask  the  Depart- 
ment to  inquire,  what  are  these  new  circumstances  and  bases  that 
permit  the  Authority  to  tell  you  now,  as  they  do  inferentially 
by  the  deletion  of  the  tax  arrangement  materials  from  the  letter 
of  intent  that  the  project  suddenly,  now,  at  this  time,  and  as 
of  November  28,  1972,  is  financially  feasible  without  a  tax  deal, 
but  wasn't  financially  feasible  as  of  the  date  of  the  June  9th 
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decision  and  as  of  the  date  of  the  hearing  in  April  of  '72  was 
not  feasible? 

Those  are  matters  about  which,  clearly,  further 
information  and  inquiry  is  required,  and  information  must  be 
obtained  by  the  Department,  if  it's  to  make  a  decision  in  this 
matter. 

An  examination  of  the  prior  testimony  before  the 
Boston  City  Council  and  the  hearing  conducted  by  this  Department 
in  April,  1972,  reveals  that  a  4.5,000,000  tax  yield  reflects  an 
assessment  for  this  project,  using  the  1971  tax  rate  of  the  City 
of  Boston,  of  $25,800,000  for  a  project  which  the  Authority  tells 
you  will  cost  $260,500,000.   This  is  approximately  one  tenth  of 
the  fair  cash  value  of  ftie  property.  This  financial  arrangement 
would  be  unconstitutional  under  both  the  Massachusetts  and  the 
United  States  Constitutions.   It  would  violate  Article  10  of  the 
Massachusetts  constitution,  and  it  would  also  violate  Chapter  59, 
Section  38,  of  the  General  Laws. 

What  the  developer  seeks  here  are  the  benefits  of  a 
limited  dividend  tax  concession  plan  provided  by  the  General 
Court  under  Chapter  121A  of  the  General  Laws  and  upheld  by  the 
Supreme  Judicial  Court  of  the  Commonwealth,  without  meeting  the 
obligations  and  the  requirements  imposed  as  a  condition  of  achiev- 
ing the  tax  benefits  sought.   Indeed,  the  contemplated  arrangement 
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appears  to  grant  the  developer  a  status  in  which  he  would  pay 
less  taxes  than  he  would  have  to  pay  even  under  a  121A  project. 

It  has  been  suggested  that  such  special  tax  deals, 
whereby  taxes  are  assessed  on  a  basis  of  a  percentage  of  the  gross 
income  rather  than  the  cash  valuation  required  by  law,  are  common- 
place in  the  City  of  Boston. 

The  Assessor,  in  the  testimony  before  the  City  Council, 
has  stated  that  such  arrangements  average  23  percent  of  the  gross 
income.   See  the  transcript  of  the  City  Council  hearings'  testi- 
mony, December  3rd,  1971.   Applying  the  23  percent  average  of 
gross  income,  then  4.5,000,000  should  equal  23  percent  of  the 
gross  annual  revenue  of  the  project;  4.5,000,000  is  23  percent  of 
19.56,000,000.   It  would  appear,  therefore,  that  the  Authority 
and  the  city  and  the  redeveloper  are  suggesting  that  the  annual 
gross  revenues  of  the  project,  if  completed,  if  this  formula  were, 
in  fact,  being  applied,  would  be  less  than  $20,000,000  on  a 
$260,500,000  capital  investment. 

Determinations  of  fair  cash  value  are  not  necessarily 
based  upon  actual  construction  and  land  costs,  although  that  is 
evidence  of  such  value  and  is  the  only  evidence  submitted  at 
this  hearing. 

Experienced  appraisers  of  the  real  estate  and  devel- 
opers in  Boston  suggest  that  the  market  value  of  a  comparable 
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property  may  be  determined  by  multiplying  the  annual  gross  revenues 
by  a  constant  factor  for  new  construction.   A  very  high  factor 
giving  the  plan  every  benefit,  and  that  that  perhaps  might  be  a 
factor  of  approximately  six. 

To  support  a  cost  approaching  $270,000,000,  the  gross 
revenues  would  have  to  be  in  the  order  of  something  in  the 
neighborhood  of  $45,000,000.   So,  no  annual  gross  revenue  figures 
have,  as  yet,  been  submitted  to  the  Department  as  a  part  of  the 
record  of  these  proceedings.   It  is  difficult  for  us  to  say  what 
percentage  of  the  gross  revenues  are  proposed  to  be  taxed  to  yield 
the  4.5,000,000,  which  the  Assessor  and  the  Director  of  the 
Authority  have  repeatedly  testified,  both  at  the  prior  hearing 
and  the  hearing  before  the  City  Council. 

Based  upon  a  project  cost  of  just  under  $270,000,000, 
or  $260,500,000,  whichever  figure  one  uses,  it  would  appear  that 
the  projected  taxes  of  4.5,000,000  may,  indeed,  represent  less 
than  10  percent  of  the  actual  revenues  annually.   No  matter  how  you 
calculate  it,  we  submit  that  the  projected  tax  deal  would  be  of  no 
value  since  it  could  be  set  aside  by  a  taxpayers'  suit.   It  would 
be  irresponsible  and  illegal,  we  suggest,  for  this  Department  to 
approve  as  a  financially  sound  plan  that  which  is  predicated  upon 
such  an  illegal  and  unworkable  and  unstable  tax  arrangement. 

The  14th  Amendment  of  the  United  States  Constitution 
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guarantees  to  each  individual  taxpayer  of  the  City  of  Boston 
equal  treatment?  the  Massachusetts  Constitution  guarantees  that 
each  individual  is  obliged  to  contribute  his  share  to  the  expense 
of  governmental  protection.   The  Supreme  Judicial  Court  has  made 
it  clear  that  the  Constitution  forbids  the  imposing  upon  one  tax- 
payer of  a  burden  relatively  greater  or  relatively  less  than1±iat 
imposed  upon  other  taxpayers.   To  put  it  more  simply,  it  is 
unconstitutional  to  tax  or  assess  different  property  at  different 
rates. 

In  addition.  Chapter  59;  Section  38,  provides  that 
the  Assessors  of  each  city  and  town  shall,  at  the  time  appointed 
therefor,  make  a  fair  cash  valuation  of  all  the  estates,  real  and 
personal,  subject  to  taxation  therein.  This  has  been  held  to 
mean  a  100  percent  valuation.   See  Bettigole  versus  the  Assessors 
of  Springfield  at  231,  233,  and  the  First  National  Stores  versus 
Somerville  in  the  1971  Advanced  Sheets,  page  11  and  15. 

Fair  cash  value,  we  know,  has  generally  been  equated 
with  market  value  or  what  a  willing  buyer  under  no  compulsion  to 
buy  would  pay  a  willing  seller  under  no  compulsion  to  sell.  It 
is  often  arrived  at  as  in  eminent  domain  proceedings  by  capital- 
izing income  or  imputing  replacement  costs  less  depreciation,  as 
well,  of  course,  as  by  examining  comparable  sales. 

By  any  of  these  methods,  the  100  percent  fair  cash 
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valuation  of  the  Park  Plaza  project,  when  completed,  cannot  fail 
to  be  many  times  as  large  as  the  assessments  which  the  developers 
and  the  B.R.A.  claim  is  necessary  to  the  financial  feasibility  of 
this  plan;  yet,  such  a  100  percent  fair  cash  valuation  is  the  only 
basis  upon  which  these  properties  may  be  assessed,  and  for  the 
developer  and  the  Authority  to  say  they  will  reach  an  understand- 
ing with  the  assessor,  as  they  said  previously  to  you,  relative 
to  the  basis  upon  which  real  estate  taxes  will  be  assessed,  is  to 
ask  they  enter  into  a  conspiracy  to  contravene  the  General  Laws 
and  the  Constitution  of  this  Commonwealth,  and  for  them  simply  to 
delete  those  pages  now  from  the  materials  submitted  to  you,  but, 
however,  to  have  submitted  identical  information  leading  to  the 
identical  conclusions,  announces  once  again  to  you  their  intention 
to  enter  into  a  conspiracy  to  contravene  the  General  Laws  and  the 
Constitution  of  this  Commonwealth.   It  does  not  seem  to  me  this 
Department  can  responsibly  or  legally  place  its  approval  upon  a 
plan  founded  on  such  glaring  illegality  and  put  propriety  aside. 
There  is  a  highly  practical  reason  why  this  illegality  makes  the 
project  fiscally  unsound.   The  precedent  is  clear  in  Massachusetts; 
that  providing  to  other  taxpayers  to  challenge  discriminatory  and 
disproportionate  assessments. 

I  refer  you  to  General  Laws,  Chapter  40,  Section  53, 
which  enables  10  or  more  taxable  inhabitants  of  the  city  or  town 
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to  sue  to  restrain  the  city  or  town  from  raising  or  expending 
money  for  any  purpose  or  object  or  at  any  means  other  than  that 
for  which,  in  such  town,  is  the  legal  and  constitutional  right 
and  power  to  raise  or  expend  money. 

In  the  case  of  Bettigole  versus  the  Assessors,  the 
Supreme  Judicial  Court  stated  there  an  illegal  scheme  existed  and 
ordered  the  entire  reassessment  of  the  City  of  Springfield. 

Park  Plaza  is  an  open  invitation  to  a  blight  action 
in  the  City  of  Boston.   Since  that  time,  similar  taxpayer  suits 
have  been  successful  with  respect  to  several  cities  and  towns  in 
this  Commonwealth.  The  approval  of  the  present  plan,  therefore, 
based  upon  an  obviously  illegal  tax  scheme  would  be  an  immediate 
invitation  to  at  least  have  protracted  litigation.   More  particu- 
larly, at  some  point  in  the  future  the  Massachusetts  Courts  would 
strike  down  the  assessment  basis  obtained  and  destroy  the  finan- 
cial viability  of  the  plan,  perhaps  when  it's  half  completed,  or 
worse,  when  it  consists  of  just  a  series  of  holes  in  the  ground. 

There  is  a  further  reason  why  the  Department  of  Com- 
munity Affairs  should  reject  the  tax  assumptions  in  the  present 
plan.   The  Legislature,  by  enacting  Chapter  121A,  has  already 
provided  a  legal  and  legitimate  mechanism  for  the  granting  of 
tax  concessions,  as  your  Department  pointed  out  in  its  June  9th 
decision.   For  projects  sufficiently  identified  in  the  public 
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interest,  the  Chapter  permits  an  alternative  to  the  normal  tax 
rate  according  to  an  open  and  fixed  formula  as  opposed  to  private 
negotiations  based  upon  the  receipts  of  the  project. 

In  addition,  higher  equity  requirements  for  benefited 
urban  renewal  corporation  and,  above  all,  the  profits  from  such  a 
project  are  limited,  with  any  excess  profits  going  to  make  up  the 
difference  in  taxes. 

What  the  B.R.A.  and  the  developer  are  in  reality  pro- 
posing here  is  the  extension  of  tax  concessions  to  a  project  which 
does  not  meet  these  requirements.  They  are  seeking  potentially 
unlimited  tax  advantages  which  will  not  be  set  according  to  the 
Legislature's  formula  or  tied  to  the  profitability  of  the  project, 
but  arrived  at  through  private  negotiations.  And  I  say  that  based 
upon  the  prior  letter  of  intent  and  the  current  submission,  both, 
and  a  fair  reading  of  those  materials. 

The  developer  here  does  not  have  toraset  the  equity 
requirements  and  the  developer  here  will  not  be  limited  in  the 
profits  he  may  draw  from  the  project,  nor  will  he  be  made  to 
account  for  any  excess  to  contribute  to  the  tax  differential.  The 
scheme  here  is  to  provide  a  private  developer  with  all  of  the 
advantages,  indeed,  with  clearly  greater  advantages  of  Chapter 
121A,  without  requiring  the  developer  any  of  the  concessions  to 
the  public  interest  which  Chapter  121A  demanded.   It  is  the  state 
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agency  directly  charged  with  the  administration  of  urban  renewal 
in  this  Commonwealth.   The  Department  cannot  acquiesce  in  the 
circumvention  of  the  rational  scheme  set  forth  in  the  relevant 
statutes.  The  mere  deletion  from  the  letter  of  intent  of  the 
incriminating  provision  discussed  here  would  not  be  sufficient  to 
establish  the  financial  soundness  of  the  plan,  for  that  language 
makes  plain  that  the  financial  plan  has  haretafore  been  predicated 
upon  the  ability  greatly  to  reduce  the  real  estate  taxes,  perhaps 
by  as  much  as  90  percent,  by  illegal  means.   Even  if  the  express 
illegality  cited  is  now  astute,  the  B.R.A.  and  the  developers 
must  show  affirmatively  that  their  estimates  of  feasibility  are 
valid  on  the  assumption  that  the  project  will  have  to  pay  its 
fair  share,  based  on  full  cash  value.   If  it  cannot  do  so,  it 
cannot  be  found  to  be  a  financially  sound  project. 

I  call  to  your  attention  the  statement  introduced  in 
the  prior  hearing  and  incorporated  into  this  record,  made  to  the 
National  Advisory  Council  on  Historic  Preservation,  by  Director 
Kenney  on  February  2,  1972.   There,  Mr.  Kenney,  speaking  with 
reference  to  the  proposed  building  at  50  State  Street  in  Boston, 
which  contains  approximately  9,000,000  square  feet  of  office 
space,  states,  "From  the  particular  economics  of  this  city,  the 
development  is  necessary  for  the  approximately  2.5,000,000  of  new 
property  tax  revenues  it  will  generate." 
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As  I  pointed  out  at  the  prior  hearing,  this  single 
office  building,  according  to  Mr.  Kenney,  will  generate  more  than 
50  percent  of  the  total  revenues  which  he  and  the  City  of  Boston 
have  agreed  will  be  generated  from  the  development  of  the  hotel, 
the  parking  garage,  the  retail  and  low-rise  office  space,  the 
apartments  and  parking,  and  the  high-rise  office  tower,  all  cost- 
ing, according  to  their  figures,  $250,500,000;  and  I  suggest  to 
you  probably  substantially  more. 

The  Authority  has  attempted  to  persuade  this  Depart- 
ment and  the  taxpayers  of  the  City  of  Boston  that  one  of  the 
alleged  benefits  from  Park  Plaza,  and  particularly  from  the 
development  of  parcels  A,  B,  and  C,  as  proposed,  is  that  the 
project  would  produce  a  near  miraculous  increase  in  city  revenues; 
4.5  to  5,000,000  upon  completion,  as  has  been  discussed  in  the 
earlier  section,  4.5  to  5,000,000  in  taxes  will  be  produced  in 
the  year  1986  or  1990,  and  frankly,  as  Councillor  lannella  said, 
it  may  well  be  the  year  2001. 

vniat  they  have  not  told  the  Department  is  how  much 
money  will  be  lost  during  the  prolonged  period  of  Stage  I 
development  proposed  by  the  Authority  for  these  three  parcels. 
What  they  have  not  told  you  is  that  the  assessment  for  parcels  A, 
B,  and  C,  alone,  in  the  year  1961,  totaled  $8,454,700;  the  assess- 
ment of  A,  B,  and  C  in  the  year  1971  —  ten  years  later  —  and. 
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according  to  the  Authority,  woefully  deteriorated  property  by 

1971,  two  assessments  were  at  $9,895,400,  yielding  $1,650,070.28 
in  taxes.  The  yield  would  have  been  higher  in  the  year  1971,  had 
the  City  of  Boston  not  granted  huge  tax  abatements  to  one  of  the 
buildings  which  the  Department  says  roust  be  now  preserved  and  is 
not  substandard. 

The  assessment  of  the  Little  Building  dropped  $390,000 
in  1971.   What  the  Authority  has  not  told  the  Department  and  the 
public  is  that  the  assessment,  for  the  year  1972,  has  remained 
virtually  identical,  despite  the  fact  that  at  least  one  building 
and,  in  fact,  realty  itself  made  up  of  two  buildings,  has  been 
demolished  and  some  further  abatements  have  apparently  been  granted. 

The  tax  yield  for  the  year  1972  was  $1,824,562.98,  an 
increase  of  $164,492.70. 

I'd  like  at  this  time  to  submit  to  you  an  analysis  of 
the  tax  revenues  for  the  years  —  and  assessments  for  the  years  — 

1972,  1971,  and  1961,  which  are  taken  by  ray  staff  from  the  records 
of  the  Tax  Assessor's  office  in  the  City  of  Boston.   There,  you 
will  find  a  list  of  the  assessments  and  taxes  made  for  every  par- 
cel in  parcels  A,  B,  and  C,  and  I  would  like  to  submit  it  now  as 
evidence  in  this  hearing. 

MR.  MORRIS:   Will  you  label  for  identification  your- 
self, counsel,  this  document? 
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MR.  M/VHONEY:   Yes.   It  is  a  document,  the  cover  sheet  of 
which  shows  a  sununary  comparison  of  the  assessments  and  taxes  for 
the  years  1972,  1971,  and  1961,  for  the  properties  located  in 
parcels  A,  B,  and  C,  and  the  pages  attached  thereto  are  a  speci- 
fic parcel  by  parcel,  building  by  building  identification  of  those 
same  figures  for  the  years  '72,  '71,  and  '61. 

MR.  MORRIS:   We  will  label  this  in  accordance  with 
counsel's  description  as  Exhibit  No.  40,  for  this  hearing. 

(EXHIBIT  NO.  40.) 

It  was  prepared  by  Mr.  Mahoney's  staff,  and  the  record 
should  so  note,  so  it  is  not,  presumed  to  be  a  public  record. 

MR.  MAHONEY:  NO,  I  don't  represent  it  as  being  that. 
It  is  taken,  I  assure  you,  from  the  actual  records  of  the  Asses- 
sor, and  I  invite  you  to  have  your  staff  compare  them  with  that 
of  the  Assessor. 

MR.  MORRIS:  GO  ahead. 

MR.  MAHONEY:   The  importance,  Mr.  Morris,  of  that 
material,  I  believe,  is  that  it  is  substantial  evidence  as  to  the 
financial  soundness  with  reference  to  the  projected  tax  income 
versus  the  existing  income,  and  it  is  also  evidence  which  I  think 
will  be  relevant  under  this  action  dealing  with  decadence,  which 
we  will  deal  with  at  some  subsequent  time.   One  thing  is  clear, 
however;  that  in  this  entire  presentation,  the  Department  has  not 
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included  in  its  weighty  environmental  impact  statement... 

MR.  MORRIS:   The  Department? 

MR.  MAHONEY:   Pardon  me the  Authority  has  not 

included  —  strike  that  —  any  material  with  reference  to  the  cost 
analysis  of  this  project. 

If  you  take  a  look  at  the  6.8,000,000  loan  of  the 
city,  then  you  add  the  interest  costs  of  that  loan,  plus  the  loss 
of  taxes  during  the  prolonged  stage  of  proposed  development  period, 
the  actual  cost  to  the  city  would  probably  be  somewhere  in  the 
vicinity  of  thirty  to  $40,000,000,  rather  than  that  which  has 
been  admitted  by  the  Authority  at  $6.8,000,000.  Unaccounted  for 
are  the  enormous  increased  costs  that  such  a  project  would  also 
incur  in  needed  improvements  to  public  transportation,  sorely 
already  overtaxed,  the  Public  Garden  and  the  Common,  estimated  by 
the  Back  Bay  Federation  to  run  to  millions  of  dollars,  schools, 
police,  fire  services,  health  services,  and  other  municipal  costs. 

To  properly  evaluate  the  total  cost  of  the  project  to 
the  dLty,  one  would  have  to  add  to  those  costs  the  thirty  to 
$40,000,000  of  estimated  direct  costs  and  losses  incurred  from 
property  taken  off  the  tax  rolls. 

Because  the  Authority  has  kept  the  Park  Square  area 
under  its  blighting  influence  for  these  last  nine  years,  alterna- 
tive redevelopment  and  rehabilitation  programs,  including 
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construction  in  vacant  open  areas  and  significant  upgrading  of 
existing  buildings,  has  been  hampered  and  thwarted.   If  this  cloud 
is  removed,  as  we  believe  in  justice  it  should  be,  there  has  been 
strong  evidence  introduced  that  persons  within  the  area,  and 
others,  are  prepared  and  interested  to  make  substantial  new  capi- 
tal investment  in  the  area  either  in  the  form  of  new  construction 
or  significant  rehabilitation  of  existing  properties.   If  this 
were  permitted  to  take  place,  the  obvious  advantages  to  the  city, 
in  terms  of  taxes,  I  suggest  would  far  outstrip  the  revenues  prof- 
ered  by  the  Authority's  Park  Plaza  proposal,  and  probably  much, 
much  sooner. 

It  is  worth  noting  that  even  if  parcels  A,  B,  and  C 
were  to  remain  unchanged  for  a  20-year  period,  no  new  development, 
no  rehabilitation,  remained  exactly  as  they  are  without  any  such 
development,  and  the  present  rate  of  increas3s  of  taxes  were  pre- 
sumed to  be  maintained,  this  property,  at  the  end  of  the  20  years, 
would  produce  $5,114,420,  a  figure  slightly  higher  than  that  which 
the  Authority's  $260,500,000  proposal  for  the  development  of 
parcels  A,  B,  and  C,  is  stated  will  produce  in  a  comparable  15  to 
20-year  period. 

Thus,  it  is  important  that  the  Department  recognize 
that  this  project  as  proposed  is  not  for  all  of  the  reasons  cited 
a  financially  sound  plan  or  supported  by  a  financially  sound  plan. 
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and  is  still  predicated  upon  the  same  unconstitutional  and  illegal 
tax  deal.   It  does  not,  we  suggest,  offer  the  economic  or  tax 
benefits  that  have  been  claimed,  and  we  submit  that  it  cannot  law- 
fully be  approved  by  ttie  Department  upon  such  plan. 

MR.  MORRIS:   Thank  you,  Mr.  Mahoney.   At  this  point, 
it  seems  as  though  we  shall  break.  The  spirit  is  you  \i/ill  frame 
your  questions  which  you  advanced  and,  at  tomorrow  morning's  ses- 
sion, we  will,  after  reviewing  these  questions,  read  them  into  the 
record,  and  the  Authority  will  then  have  official  notice  of  said 
questions,  and  we  are  expecting  that  the  Authority  will  comply 
and  produce  either  Mr.  Kenney  or  its  duly-appointed  representative 
to  at  least  answer ttiose  questions  which  they  are  capable  of 
answering,  or  state  that  they  cannot  answer  those  questions  for 
the  public  record.    Do  you  have  a  question? 

MR.  MAHONEY:   Question. 

MR.  MORRIS:   I^at  is  it? 

MR.  MAHONEY:   I  take  it,  however,  it's  your  intent 
that  Mr.  Kenney  or  whoever  is  to  be  produced  would  not  necessarily 
be  produced  tomorrow  but  try  to  do  it  at  some  mutually  convenient 
time. 

MR.  MORRIS:  We  will  let  him  know  tomorrow.   Within 
reason,  since  he's  been ^ven  notice,  if  the  hearing  lasts  two 
more  days,  we  will  expect  him  here.  Are  there  any  questions  of 
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Mr.  Mahoney  either  from  the  public  or  the  press,  or  anyone  else, 
at  this  point,  that  they  want  to  ask  him  while  he  is  here  and 
before  we  adjourn?  Any  questions  you  want  to  get  on  the  record? 

(No  response.) 
Any  questions  from  the  B.R.A.  as  to  what  he  has  com- 
mented on  at  this  session?       (No  response.) 

If  not,  we  will  declare  the  hearing  recessed  until 
tomorrow  morning,  10; 00  o'clock. 

(Whereupon,  the  hearing  was  in 
recess  for  the  day.) 
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